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THE
SOUTH CAROLINA WORKERS’ COMPENSATION COMMISSION
BUSINESS MEETING

Monday, September 20, 2010

A Business Meeting of the South Carolina Workers” Compensation Commission
was held in Hearing Room A of the Workers’ Compensation Commission on Monday,
September 20, 2010 at 10:30 am. The meeting agenda was posted prior to the meeting
and proper advance notice was made to all concerned parties in adherence with the
Freedom of Information Act. The following Commissioners were present at the meeting:

T. SCOTT BECK, INTERIM CHAIRMAN
SUSAN S. BARDEN, VICE CHAIR
DAVID W. HUFFSTETLER, COMMISSIONER
G. BRYAN LYNDON, COMMISSIONER
ANDREA C. ROCHE, COMMISSIONER
AVERY B. WILKERSON, JR., COMMISSIONER
DERRICK L. WILLIAMS, COMMISSIONER

Present also were Gary M. Cannon, Executive Director, Betsy Hartman, DSIT;
Greg Line, Claims Director; Al McCutcheon, Director of Insurance and Medical
Services; Virginia Crocker, Judicial Department Director; W.C. Smith, Self-Insurance
Director; Amanda Underhill, Senior Application Analyst; Diana Gantt, Accounting/Fiscal
Manager; and Cathy Floyd, Human Resources Manager. Visitors present were Latonya
D. Edwards, Mike Harris, Pete Calamas, and Eddie Gun, South Carolina Second Injury
Fund; Clara Smith and Kenny Harrell, South Carolina Injured Workers’ Advocates; and
Jeff Griffith, One Call.

Chairman Beck called the meeting to order at 10:42 a.m.

AGENDA
Commissioner Barden moved that the September 20, 2010 agenda be approved.
Commissioner Williams seconded the motion, and the motion was approved.

APPROVAL OF MINUTES - BUSINESS MEETING OF AUGUST 16, 2010
Commissioner Roche moved that the minutes of the Business Meeting of August 16,
2010 be approved. Commissioner Williams seconded the motion, and the motion was
approved.

APPROVAL OF MINUTES - CALLED BUSINESS MEETING OF AUGUST 23,
2010

Commissioner Wilkerson moved that the minutes of the Called Business Meeting of
August 23, 2010 be approved. Commissioner Roche seconded the motion, and the
motion was approved. :
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GENERAL ANNOUNCEMENTS
There were no general announcements.

APPLICATIONS FOR APPROVAL TO SELF-INSURE

Self-insurance applications were presented by W.C. Smith, Self-Insurance Director.
Fourteen (14) prospective members of two (2) funds were presented to the Commission
for approval. The applications were:

Palmetto Timber Fund SC Home Builders SIF

J. Taylor Logging Custom Home Builders, LLC
Massey Logging Inc. Deluxe Vinyl Siding
Wildwood Logging, LLC D.L. Remodeling

Joseph G. Ormes

MGF Construction, LLC

Pete’s Trim & Remodeling
Proffitt Custom Homes, Inc.
Rodney Cato Construction, LLC
Steve Yoder

Southern Framing

Willard Enterprises

After examination of the applications, it was determined that each complied with the
Commission’s requirements and each was recommended for approval. Commissioner .
Roche made the motion to approve the applications to self-insure and Commissioner
Wilkerson seconded the motion. The motion was uhanimously approved.

DIVISION DIRECTORS’ REPORTS
The Division Directors presented their reports which were also submltted to the
Commission in written form.

Administration Department

Diana Gantt presented the financial report for the one-month period ending August 2010,
August is the 2" fiscal month of FY 2011. There are no unusual activities to report for
the month of August.

Information Services

Betsy Hartman presented the Information Services Department’s report. The percent of
time devoted to an issue has been added to the IT Projects Status Report. New computer
installments will begin Tuesday, September 21, for Commissioners and their
Administrative Assistants.

Ms. Hartman reported that the Image on Image pilot project will begin this month with
Commissioner Huffstetler and his assistant, Kellie Lindler. A no-cost Adobe Pro software
workshop is scheduled for Tuesday, September 21, and most of the Administrative
Assistants are attending.
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Insurance & Medical Services

Al McCutcheon presented the Insurance and Medical Services Department’s report. He
reported a decrease in Compliance and Coverage fine assessments for the months of July
and August 2010 when compared to the monthly averages for the previous fiscal year.
This is primarily due to having a vacant Compliance Officer position for the months of
April — June 2010 and the hiring of a new Compliance Officer effective July 1. The
Compliance Officers began creating their own X-files in Progress, which has slowed
productivity. Assistance from IT has been requested to automate the X-file creation
process.

Mr. McCutcheon reported FY 2010 Coverage fine assessments averaged $47,125/month.
Thus far in FY 2011, the average is $19,000/month. This is due to the implementation of
the new POC Release 2.1 Coverage Reporting System. The new system has different
edits that have reduced the number of fines assessed, including fines for late renewals.
Another benefit of the new reporting system is that fines waived have been reduced 80%.

Claims Department

Greg Line presented the Claims Department’s report. He provided the following
information in response to Commissioner Williams’ question from the August 16 Full
Commission meeting about any increase in the number of workers’ compensation claims
filed since the increase in unemployment rate.

Number of Claims

Fiscal Year filed with the

Commission
2004-2005 28,454
2005-2006 28,760
2006-2007 27,309
2007-2008 26,449
2008-2009 24,438
2009-2010 23,633

Mr. Line reported the total number of claims filed for FY 2009-2010 is down 18% from
last year. The following table shows the most dramatic decrease was in the number of
minor accidents reported, which dropped 27% from last year:

FY 08-09 FY 09-10 % decrease
TOTAL 71,973 58,753 18%
12 A filed with SCWCC 24,575 23,686 4%
12M Minor Medical 45,660 33,492 27%
Reopened 1,738 1,575 0%
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Judicial Department

Virginia Crocker presented the Judicial Department’s reports for August and September,
which included a new chart listing staff mileage/hours on Informal Conferences &
Mediations.

EXECUTIVE DIRECTOR’S REPORT
Mr. Cannon reported on the following items:

Ethics Training

The three hours required ethics and APA training for the Commissioners and
Administrative Assistants is scheduled for Tuesday, November 16, 2010 from 1:30 p.m.
to 4:30 p.m. in Hearing Room A. Greg Adams, Professor at USC School of Law, and
Cathy Hazelwood, Deputy Director and General Counsel for the SC Ethics Commission,
will be conducting the session.

Fines and Assessments Aging Report
The attached Fines and Assessments Aging Report reflects the number and amount of
fines assessed for the two month period in FY 2010-2011.

Personnel Recruitment

John Boyee, Claims Examiner II, Claims Department, resigned his position effective
September 17. The position was posted on the SC Jobs website. The recruitment period
was September 10-15 and 115+ applications were received.

Vacant Positions

The FY 2010-2011 State Budget contains a Proviso (80A.7) which states, “In the event
any permanent position remains vacant for more than twelve months, the position may be
deleted by the Budget and Control Board.” The seven positions affected were:

Position Department

Administrative Coordinator I Administration

Program Coordinator II Insurance & Medical Services
Administrative Assistant Insurance & Medical Services
Executive Assistant II Executive Director
Administrative Assistant Judicial

Attorney 1II Legal

Unclassified (Deputy Commissioner) Claims

Mr. Cannon said in order to comply with the proviso and not lose the positions, the
positions were administratively reclassified and seven employees were transferred into
the vacant positions at the same classification and pay band. The only change was the
employee’s position number. The remaining vacant posmons were transferred into a
“vacancy pool” for the future.

Employee Meetings
The agency All Employee meeting was held on August 19.
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Four employees participated in the employee focus group with the Executive Director on
August 25. .

Claims Administration Workshop

Two claims Administration Workshops were conducted on September 16. Originally one
workshop was scheduled from 8:30 a.m. to 12:30 p.m., and was limited to 40
participants. The response to the morning session was overwhelming and it was decided
{0 add an afternoon session from 1:00 p.m. — 5:00 p.m. There were a total of 44
participants in the morning session, and 36 in the afternoon session.

FY2011-2012 Budget Plan

The FY 2011-2012 Budget Plan was submitted to the Office of State Budget on
September 3. The amount of Agency Recurring Base Appropriations is the same level as
FY 2010-2011: State - $1,919,955; Federal - $0; and Other - $3,100,000.

FY2009-2010 Accountability Report

The FY 2009-2010 Accountability Report was submltted on the due date of September
15. Mr. Cannon distributed a copy of the report to the Commissioners, and the report will
be posted on the website.

Constituent Services/Public Information

During the previous 30 days the Executive Director’s Office conducted one meeting with
a service provider, 64 telephone communications, and 80 electronic contacts with
claimants or constituents, state agencies, federal agencies, congressional offices,
attorneys, service providers, or business partners and prepared three FOIA requests.

OLD BUSINESS
A. Hearing Cost Assessment — Informal Conference Hearing Assessment
Mr. Cannon reported that the verification of the financial information used to
calculate the cost of the assessment is not complete and requested this item be
tabled until the October 25 Business Meeting.

Commissioner Wilkerson made the motion to approve the request and
Commissioner Roche seconded the motion. “The motion was approved.

B. Budget Amendment — Software Purchase

Mr. Cannon presented a recommendation to utilize $4,656 of the Computer
Services Account to purchase the Adobe pdf software upgrade, Adobe Pro
version. Twenty licenses are requested for the following: the Commissioners and
their administrative assistants (14); two for Judicial Staff; three for IT Staff and
one for Administrative Assistant to the Executive Director. This software will
allow the Commissioners to apply their elecironic signature to a Consent Order in
pdf format.

Commissioner Huffstetler made a motion to approve the recommendation.
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Commissioner Williams seconded the motion, and the motion was unanimously
approved. '

NEW BUSINESS
A. Schedule Public Hearing for Change to R67-405C(1)
Mr. Cannon presented a recommendation to approve November 29, 2010 at 10:00
am. as the date and time for the Public Hearing. On September 28, 2009 the
Commission approved the publication of the Notice to Drafting of a change to
Regulation 67-405C(1). The change will reduce the notice to cancel a workers’
compensation policy for non-payment of premium from 30 days to 10 days to
coincide with Section 38-75-730(a)(1)(b) of the SC Code of Laws.

Commissioner Wilkerson made a motion to approve the recommendation.
Commissioner Barden seconded the motion, and the motion was unanimously
approved. Commissioner Wilkerson requested that Mr. Cannon send a reminder
to the Commissioners the first of November about the Public Hearing.

EXECUTIVE SESSION

Commissioner Wilkerson moved to adjourn into Executive Session to discuss a legal
matter and a personnel matter. Commissioner Williams seconded the motion. The
Commission adjourned into Executive Session at 11:05 a.m.

[EXECUTIVE SESSION]

Commissioner Huffstetler made a motion to arise from Executive Session.
Commissioner Roche seconded the motion and the motion was approved. The
Commission arose from Executive Session at 11:40 am. Upon arising from Executive
Session, Chairman Beck stated there was discussion with no action taken.

ADJOURNMENT
Commissioner Wilkerson made the motion to adjourn. Commissioner Lyndon seconded
the motion and the motion was approved.

The September 20, 2010 meeting of the South Carolina Workers” Compensation
Commission adjourned at 11:40.

Reported September 22, 2010
Kim Ballentine, Office of the Executive Director
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INTEROFFICE MEMORANDUM

TO: GARY CANNON, EXECUTIVE DIRECTOR

FROM: DIANA GANTT, DIRECTOR OF ADMINISTRATION

SUBJECT:  FINANCIAL REPORT PERIOD ENDING SEPTEMBER 30, 2010

DATE: 10/20/2010

1

The finance report for the one month period ending September, 2010, is attached.

e  September is the 3™ Fiscal Menth of FY11.
e There were no uncommon payouts in the month of September.

s  We are right at or below our benchmark for September.

s Key figures for the Administration Department during the month of September:

SCEIS Shopping Carts 0 | State Reports filed by Procurement Officer 6

Vendors Contacted for Price Quotes 7 | Files Copied for Qutside Parties 258

Visa Procurement Card Orders Placed 5 | Payments made (Vendors, Travel, Other State 7
Agencies)

5C Dept of Corrections Orders Placed 2 i HR transactions processed through OHR 0

Staples Orders Placed 5 | HR transactions processed in SCEIS 4

State Leased Vehicles taken for Service 3 | See attached Mail Summary




South Carolina Workers' Compensation Commission

Summary of Revenues and Expenditures

2010 - 2011 Budget

September 30, 2010

Budget FY To Date Benchmark 25.00%
STATE APPROPRIATIONS :
General Appropriation S 1,919,955 & 479,989 25.00%
Account Description Appropriation- Expenditure Balance % Expended
Personal Services S 1,471,636 S 367,419 S 1,104,217 25.0%
Other Operating Expenses - - - 0.0%
Employer Contribution 448,319 125,074 323,245 27.9%
Total $ 1,919,955 S 492,493 S 1,427,462 25.7%
OTHER APPROPRIATIONS
Budgeted Received
EARMARKED Revenues thru 09/30/10 % Received
Training Conference Registration Fee S 1,000 5 2,430 243.00%
Sale of Publication and Brochures 8,000 12,225 152.81%
Workers' Comp Award Review Fee 75,000 20,700 27.60%
Sale of Photocopies 95,000 29,275 30.82%
Workers' Compensation Filing Violation Fee 1,891,000 679,704 35.94%
Sale of Listings and Labels 30,000 20,251 67.50%
Workers' Comp Hearing Fee 600,000 158,200 26.37%
Earmarked Funds - Original Autherization [ 2,700,000 $ 922,785 34.18%
BD100 to Increase Authorization - July 2010 356,315
BD100 to Increase Authorization - July 2010 {PC's) 62,500
Total Earmarked Revenues + Fund Balance $ 3,118,815
Account Description Approgpriation Expenditure Balance % Expended
Personal Services 5 1,249,153  § 312,582 S 936,571 25.0%
Taxable Subsistence 80,000 17,920 62,080 22.4%
Other Operating Expenses 1,414,662, 306,263 1,108,399 21.6%
Employer Contribution 375,000 127,688 247,312 34.1%
Total Earmarked $ 3,118,815 S 764,454 $ 2,354,361 24.5%
COMPUTER FUNDS CARRIED FORWARD $ 54,761
Computer Services - Carry forward S 54,761 § 1,580 S 53,181 2.9%
TOTAL OTHER APPROPRIATIONS $ 3,228,337 $ 766,034 S 2,407,542 23.7%




Consclidated

Commissioners

Salaries

Other Operating Expenditures
Totai Contractual Services
Total Supplies & Materials
Total Fixed Charges
Total Travel

Total Other Operating Exp

Total Commissioners

Administration

Salaries

Other Operating Expenditures
Total Contractual Services
Total Supplies & Materials
Total Fixed Charges
Total Trave!
Total Equipment

Total Other Operating Exp

Total Administration

Claims

Salaries

Other Operating Expenditures
Total Contractual Services
Total Supplies & Materials
Total Fixed Charges
Total Travel

Tota! Other Operating Exp

Total Claims

Insurance and Medical Services

Salaries

Other Operating Expenditures
Total Contractual Services
Total Supplies & Materials
Total Fixed Charges
Total Travel

Total Other Operating Exp

Total Insurance and Medical Services

Judicial

Salaries

Other Operating Expenditures
Tetal Contractual Services
Total Supplies & Materials
Total Fixed Charges
Total Travel

Total Other Operating Exp

Total Judicial

Totals By Departments

Department Totals
Commissioners
Administration
Claims
Insurance & Medical
Hudicial

Total Departmental Expend

Employer Contributions

Total General & Earmarked Funds

Sauth Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2010

Year-To-Date : 25%
Criginal Amended Expended Year
Budget Budget September to Date % Encumb Balance
$ 1,150,244 $ 1,150,244 § 97,589 285,481 25% S .- & B64,763
247,935 247,935 21,794 40,234 16% - 207,701
36,313 36,313 1,771 4,209 12% - 32,104
155,652 159,652 11,524 37,859 24% - 121,793
87,650 87,650 8,663 15,042 17% - 72,608
531,550 531,550 43,752 97,344 18% - 434,206
$ 1,681,794 $ 1,681,784 S 141,341 382,825 23% 5 - $1,298969
$ 444,858 $ 444,858 § 37,073 113,181 25% S - § 331,677
254,874 254,874 20,703 38,525 15% - 216,349
25,889 25,889 1,280 4,373 17% - 21,516
135,749 135,749 8,634 30,972 23% - 104,777
12,521 12,521 877 1,911 15% - 10,610
35,000 35,000 - - 0% 30,165 4,835
464,033 464,033 31,554 75,781 16% 30,165 358,087
$ 908,891 $ 908,891 S 68,627 188,962 2% § 30,165 5 689,764
$ 361,417 $ 361,417 § 31,110 88,356 24% $ - § 273,061
47,405 47,405 6,663 15,601 33% - 31,804
22,138 22,138 2,127 7.927 36% - 14,231
78,689 78,689 5,716 18,164 23% - 0,525
1,750 1,750 215 633 36% - 1,117
149,982 149,982 14,721 42,325 28% - 107,657
$ 511,399 $ 511,398 § 45,831 130,681 26% § - & 380,718
§ 460,408 $ 460,408 5 37,958 115,338 25% $ - $ 345,070
37,701 37,701 5,178 13,173 35% - 24,528
33,500 33,500 1,482 3,242 10% - 30,258
62,220 62,220 4,348 15,095 24% - 47,125
258 258 153 205 79% - 53
133,679 133,679 11,161 31,715 24% B 101,564
$ 594,087 $ 594,087 $ 49,119 147,053 25% & - % 447,034
$ 383,862 $ 383,862 § 31,920 95,565 25% 5§ - % 288297
43,078 43,078 4,241 8,078 19% - 35,000
22,024 22,024 1,538 4,046 18% - 17,578
66,966 66,966 4,969 16,232 24% - 50,734
3,350 3,350 119 577 17% - 2,773
135,418 135,418 10,867 28,933 21% - 106,485
$ 519,280 § 519280 S 42,787 124,498 24% S « & 394,782
$ 1,681,794 S 1,681,794 S 141,341 382,825 23% § - 51,298,969
908,891 908,891 68,627 188,962 21% 30,165 689,764
511,395 511,399 45,831 130,681 26% - 380,718
524,087 594,087 49,119 147,053 25% - 447 (34
515,280 519,280 . 42,787 124,458 24% - 394,782
$ 4,215,451 $ 4,215,451 § 347,705 974,019 23% $ 30,165  § 3,211,267
823,319 823,319 91,158 252,762 31% - 570,557
$ 5,038,770 $ 5038770 5 438,863 1,226,782 28% § 30,165 5 3,781,823




General Appropriation

Commissioners

Salaries
Chairman
Commissioner
Classified Employees
Total Commissioners

Adwministration

Salaries

Director

Classified Positions
Total Administration

Claims

Salaries
Classified Positions
Total Claims

Insurance and Medical Services

Salaries
Classified Positions
Total Ins and Medical Svcs

Judicial

Salaries
Classified Positions
Total Judicial

General Funds

Department Totals
Commissioners
Administration
Claims
Insurance & Medical
Judicial

Total Departmental Expend

Empioyer Contributions

Total General Fund Appropriations

South Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2010

Year-To-Date : 25%

Original Budget Amended Expended Year tc Date

Budget Amendments  Budget September to Date % Encumb Balance
$ 115,567 S - % 115567 S 9,231 & 28,055 24% & $ 87,512
664,602 - 664,602 55,783 166,987 25% 497,615
280,075 - 290,075 24,173 72,519 25% 217,556
1,070,244 - 1,070,244 89,187 267,561 25% 802,683
$ 94,152 & - 8 94152 § 7,846 & 23,538 25% S $ 70,614
132,206 - 132,206 11,448 30,607 23% 101,599
226,358 - 226,358 19,294 54,145 24% 172,213
§ 55417 % - 5 55417 $§ 5583 § 15785 8% $ $ 39,632
55,417 - 55,417 5,583 15,785 28% 39,632
$ 57,755 & - § 57,755 S 4,821 S 14,463 25% S S 43,292
57,755 - 57,755 4,821 14,463 25% 43,292
$ BLBR2 & - $ 61862 5 5,155 $ 15,465 25% 3 S 46,397
61,862 - 61,862 5,155 15,465 25% 46,397
51,070,244 S - $1,070,244 5 89,187 & 267,561 25% S S 802,683
226,358 - 226,358 19,294 54,145 24% 172,213
55,417 - 55,417 5,583 15,785 28% 39,632
57,755 - 57,755 4,821 14,463 25% 43,292
61,862 - 61,862 5,155 15,465 25% 46,397
$1,471,636 5 - $1471636 S 124,040 $ 367,419 25% § $ 1,104,217
448,319 - 448,319 35,310 125,074 28% 323,245
$ 1,919,955 & - $1,919,955 S5 159,350 $ 492,493 26% 5 $ 1,427,462




South Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2010

Earmarked Funds
Year-To-Date : 25%

Original Budget Amended Expended Year
Budget Amendments Budget September to Date % Encumb Balance
Commissioners
Salaries
Taxable Subsistence $ 80,000 S - 5 80,000 3 8402 S 17,920 2% S $ 62,080
Total Salaries 80,000 - 80,000 8,402 17,920 22% 62,080
Other Operating Expenditures
Contractual Services
Office Equipment Service 700 - 700 ° - - 0% 700
Copying Equipment Service 200 - 200 - - 0% 200
Print/Bind/Advertisement 510 - 510 510 510 100% -
Print Pub Annual Reports 28 - 28 - - 0% 28
Data Processing Services 68,535 - 68,535 4,608 9,179 13% 59,356
Freight Express Delivery 490 - 490 - - 0% 490
Telephone 4,500 - 4,500 521 952 21% 3,548
Cellular Phone Service 12,000 - 12,000 785 1,570 13% 10,430
Legal Services/Attorney Fees 160,000 - 160,000 15,370 27,960 17% 132,040
Other Professional Services 972 - 972 - 63 6% §0o
Total Contractual Services 247,935 - 247,935 21,794 40,234 16% 207,701
Supplies & Materials
Office Supplies 8,500 - 8,500 201 507 6% 7,893
Copying Equipment 2,714 - 2,714 447 530 20% 2,184
Printing 1,750 - 1,750 - - 0% 1,750
Data Processing Supplies 649 - 649 - - 0% 649
Postage 21,500 - 21,500 1,105 3,117 14% 18,383
Communicaticn Supplies .50 - 50 - - 0% 50
Maint/Janitorial Supplies 75 - ’ 75 18 55 73% 20
Gasoline 100 - 100 - - 0% 100
Other Supplies 975 - 975 - - 0% 975
Total Supplies & Materials 36,313 - 36,313 1,771 4,209 12% 32,104
Fixed Charges
Rental-Cont Rent Payment 4,800 - 4,800 405 656 14% 4,144
Rent-Non State Owned Property 149,750 - 148,750 11,118 33,358 22% 116,392
Rent-Other 250 - 250 - 212 85% 38
Insurance-State 3,633 - 3,633 - 3,033 100% -
Insurance-Non State 169 - 169 - - 0% 169
Fees & Fines 50 - 50 . - 0% 50
Equipment Maintenance 1,000 - 1,000 - - 0% 1,000
Total Fixed Charges 159,652 - 159,652 11,524 37,859 24% 121,793
Travel (Includes Leased Car) .
In State - Meals (Non-Reportabie) 650 - 650 95 121 19% 529
In State - Auto Mileage 10,000 - 10,000 1,446 2,736 27% 7,264
In State - Subsistence Allowance 25,000 - 25,000 3,600 5,040 20% 19,960
Out State - Meals 500 - 500 - 16 3% 484
Qut State - Auto Mileage 1,500 - 1,500 - 167 11% 1,333
Leased Car 50,000 - 50,000 3,522 6,962 14% 43,038
Total Travel 87,650 - 87,650 8,663 15,042 17% 72,608
Total Other Operating Expenditures 531,550 - 531,550 43,752 97,344 18% 434,206
$ 496,286

Total Commissioners $ 611,550 & - $ B11,550 § 52,154 S 115,264 19% $



South Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2010

Earmarked Funds
Year-To-Date : 25%

QOriginal Budget Amended Expended Year
Budget Amendments  Budget September to Date % Encumb Balance
Administration
Salaries
Classified Positions $ 213000 5 - 8 214000 5 17,160 S 56,321 26% S - % 157,679
Temporary Employees 3,500 - 3,500 619 1,880 54% - 1,620
Terminal Leave 1,000 - 1,000 - 835 84% - 165
Total Salaries 218,500 - 218,500 - 17,779 59,036 27% - 159,464
Other Operating Expenditures
Contractual Services
Qffice Equipment Service 4,904 - 4,504 - 3,613 74% - 1,291
Copying Equipment Service 2,000 - 2,000 - - 0% - 2,000
Print/Bind/Advertisement 4,650 - 4,650 404 404 9% - 4,246
Print Pub Annual Reports 22 - 22 - - 0% - 22
Data Processing Services 181,658 181,658 15,737 26,188 14% - 155,470
Freight Express Delivery 15,500 - 15,500 57 62 0% - 15,438
Telephone 4,493 - 4,493 373 800 18% - 3,693
Cellutar Phone Service 1,925 - 1,925 146 292 15% - 1,633
Education & Training Services 1,000 - 1,000 - - 0% - 1,000
Attorney Fees 34,947 - 34,947 3,177 6,207 18% - 28,740
General Repair 230 - 230 - - 0% - 230
Audit Acct Finance 100 - 100 - 100 100% - -
Catered Meals 1,000 - 1,000 364 364 36% - 636
Other Professional Services 2,000 - 2,000 - 50 3% 1,950
Other Contractual Services 445 - 445 445 445 100% - -
Total Contractual Services 254,874 - 254,874 20,703 38,525 15% - 216,349
Supplies & Materials
Office Supplies 9,743 - 9,743 358 1,280 13% - 2,453
Subscriptions 175 - 175 - - 0% - 175
Copying Equipment Supplies 3,934 - 3,934 354 539 14% B 3,385
Printing 1,964 - 1,964 - 52 3% - 1,912
Data Processing Supplies 2,075 - 2,075 - 47 2% - 2,028
Postage 7,100 - 7,100 563 2,376 33% - 4,724
Maint/Janitorial Supplies 98 - 98 15 44 45% - 54
Fees & Fines 25 - 25 - 25 100% - -
Gasoline 36 - 36 - - 0% - 36
Promaotional Supplies 75 - 75 - - 0% - 75
Employee Recog Award 564 - 564 - - 0% - 564
QOther Supplies 100 - 100 - - 0% - 100
Total Supplies & Materials 25,889 - 25,889 1,290 4,373 17% - 21,516
Fixed Charges
Rental-Cont Rent Payment 5,979 - 5,979 330 675 11% - 5,304
Rent-Non State Owned Property 107,101 - 107,101 7,195 21,585 20% - 85,516
Rent-Other 225 225 108 188 83% - 37
Insurance-State 7,490 7,490 - 6,091 81% - 1,400
Insurance-Non State 134 - 134 - - 0% - 134
Dues and Memberships 3,985 - 3,985 - - 0% - 3,985
Fees and Fines 25 - 25 - - 0% - 25
Equipment Maintenance 1,000 - 1,000 - - 0% - 1,000
Equipment Data (Non-Capitalized) 124 - 124 - - 0% - 124
Sales Tax Paid 9,686 - 9,686 1,053 2,434 25% - 7,252
Total Fixed Charges 135,749 - 135,749 8,684 30,972 23% - 104,777
Travel (Includes Leased Car)
In State - Meals Non-Reportable 21 - 21 - - 0% - 21
in State - Registration Fees - - - - - 0% - -
Leased Car 12,500 - 12,500 877 1,911 15% - 10,589
Total Travel 12,521 - 12,521 877 1,911 15% - 10,610
fquipment
Equipment Data Processing- PC's 35,000 - 35,000 ~ - 0% 30,165 4,835
Total Equipment 35,000 - 35,000 - - 0% 30,165 4,835
Total Other Operating Expenditures 464,033 - 464,033 31,554 75,781 16% 30,165 358,087

Total Administration $ 682533 § - § 6£82533 % 49333 § 134,817 20% $ 30,165 § 517,551



South Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2019

Earmarked Funds
Year-To-Date : 25%

Original Budget Amended Expended Year
Budget Amendments  Budget September to Date % Encumb Balance
Claims
Salaries
Classified Positions $ 301,000 S - % 301,000 $ 24,726 § G7,415 22% S - § 233,585
Temporary Positions 4,000 - 4,000 | 801 4,574 114% - (574}
Terminial Leave 1,000 - 1,000 - 582 58% - 418
Total Salaries 306,000 - 306,000 25,527 72,571 24% - 233,429
Other Operating Expenditures
Contractual Services
Office Equipment Services 200 - 200 - 90 45% - 110
Print / Bind / Adv 750 - 750 404 404 54% - 346
Print Pub Annual Reports 22 - 22 - - 0% - 22
Data Processing Services 26,933 - 26,933 3,739 7,645 28% - 19,288
Freight Express Delivery 500 - 500 - - 0% - 500
Telephone 3,000 - 3,000 223 696 23% - 2,304
Temporary Services 13,000 - 13,000 ° 2,297 6,766 52% - 6,234
Other Professional Services 3,000 - 3,000 - - 0% - 3,000
Total Contractual Services 47,405 - 47,405 6,663 15,601 33% - 31,304
Supplies & Materials
Office Supplies 3,913 - 3,913 220 3,957 101% - {44)
Copying Equipment 2,000 - 2,000 354 354 18% - 1,646
Printing 2,000 - 2,000 - - 0% - 2,000
Data Processing Supplies 75 - 75 - 53 71% - 22
Postage 14,000 - 14,000 1,538 3,519 25% - 10,481
Maint/Janitorial Supplies 50 - 50 15 44 88% - 6
Other Supplies 100 - 100 - - 0% - 100
- Total Supplies & Materials 22,138 - 22,138 2,127 7,927 36% - 14,211
Fixed Charges
Rental-Cont Rent Payment 2,500 - 2,500 156 275 11% - 2,225
Rent-Non State Owned Property 73,750 - 73,750 5,560 16,679 23% - 57,071
Rent-Other 225 - 225 - 213 95% - 12
Insurance-State 1,080 - 1,080 - 997 92% - 83
Insurance-Non State 134 - 134 - - 0% - 134
Equipment Maintenance 1,000 - 1,000 - - 0% - 1,000
Total Fixed Charges 78,689 - 78,689 5,716 18,164 23% - 60,525
Travel (Includes Leased Car) .
In State - Meals (Non-Reportabie) 300 - 300 63 150 50% - 150
In State - Lodging 500 - 500 152 398 B0% - 102
In State - Auto Mileage 600 - 600 - 72 12% - 528
Reportable Meals 100 - 100 - 13 13% - 87
Leased Car 250 - 250 - - 0% - 250
Total Travel 1,750 - 1,750 215 633 36% - 1,117
Total Other Operating Expenditures 149,982 - 149,982 14,721 42,325 28% - 107,657

Total Claims § 455982 § - $ 455982 § 40,248 § 114,896 25% $ - % 341,086



South Carolina Workers' Compensation Commission
2010 - 2011 Budget

September 30, 2010
Earmarked Funds
Year-To-Date : 25%
Original Budget Amended Expended Year
Budget Amendments  Budget September to Date % Encumb Balance
Insurance and Maedical Services
Salaries .
Classified Positions 5 383,000 § - 4 383000 % 31,886 $ 92,486 24% $ - 5§ 290,514
Temporary Employees 15,018 - 15,018 1,251 8,389 56% - 6,629
Special Contractual Employee 4,635 - 4,635 - - 0% - 4,635
Total Salaries 402,653 - 402,653 33,137 100,875 25% - 301,778
Qther Operating Expenditures
Contractual Services
QOffice Equipment Service 200 - 200 - - 0% - 200
Copying Equipment Service 1,000 - 1,000 - - 0% - 1,000
Print/Bind/Advertisement 3,400 - 3,400 446 446 13% - 2,954
Print Pub Annual Report 24 - 24 - - 0% - 24
Data Processing Services 24,864 - 24,864 « 4,065 11,476 46% - 13,388
Telephone 2,626 - 2,626 232 551 21% - 2,075
Qther Professional Services 2,387 - 2,387 435 700 29% - 1,687
Other Contractual Services 3,200 - 3,200 - - 0% - 3,200
Total Contractual Services 37,701 - 37,701 5,178 13,173 35% - 24,528
Supplies & Materials
Office Supplies 6,000 - 6,000 440 181 3% - 5,819
Copying Equipment 3,000 - 3,000 391 391 13% - 2,609
Printing 1,500 - 1,500 - 104 7% - 1,396
Data Processing Supplies 1,000 - 1,000 - - 0% - 1,000
Postage 21,825 - 21,825 635 2,518 12% - 19,307
Maintenance/lanitorial Supplies 75 - 75 16 48 64% - 27
Qther Supplies 100 - 100 - - 0% - 100
Total Supplies & Materials 33,500 - 33,500 1,482 3,242 10% - 30,258
Fixed Charges
Rental-Cont Rent Payment 2,104 - 2,104 177 429 20% - 1,675
Rent-Non State Cwned Property 56,400 - 56,400 3,924 11,773 21% - 44,627
Rent-Other 225 - 225 - 213 95% - 12
Insurance-State 1,101 - 1,101 - 1,018 92% - 83
Insurance-Non State 148 - 148 - - 0% - 148
Equipment Maintenance 942 - 942 - - 0% - 942
Sales Tax Paid 1,300 - 1,300 - 247 1,662 128% - {362}
Total Fixed Charges 62,220 - 62,220 4,348 15,095 24% - 47,125
Travel {Includes Leased Car}
In State - Meals (Non-Reportable} 50 - 50 50 88 176% - (38)
Reportable Meals 50 - 50 7 21 42% - 25
In State - Lodging 158 - 158 96 96 61% - 62
Total Travel 258 - 258 153 205 79% “ 53
Total Other Operating Expenditures 133,679 - 133,679 11,161 31,715 24% - 101,964

Total Insurance and Medical Services $ 535332 § - & 536,332 $ 44,298 $ 132,590 25% § - § 403,792




South Carolina Workers' Compensation Commission

2010 - 2011 Budget
September 30, 2010

Earmarked Funds
Year-To-Date ; 25%

Original Budget Amended Expended Year
Budget Amendments  Budget September to Date % Encumb Balance
hudicial
Salaries
Classified Paositions § 322,000 S - $ 322000 S 26765 3 80,100 25% $ - 5 2419060
Totat Salaries 322,000 - 322,000 26,765 80,100 25% - 241,900
Other Operating Expenditures
Contractual Services
Office Equipment Services 180 - 130 - - 0% - 180
Print/Bind/Advertisement 500 - 500 . 361 361 72% - 139
Print Pub Annual Reports 20 - 20 - - 0% - 20
Data Processing Services 37,803 - 37,803 3,588 7,119 19% - 30,684
Freight Express Delivery 150 - 150 - - 0% - 150
Telephone 3,000 - 3,000 199 412 14% - 2,588
Cellular Phone Service 1,225 - 1,225 93 186 15% - 1,039
Other Professional Services 200 - 200 - - 0% - 200
Total Contractual Services 43,078 - 43,078 4,241 8,078 19% - 35,000
Supplies & Materials
Office Supplies 4,775 - 4,775 195 443 9% - 4,332
Copying Equipment Supplies 1,94% - 1,945 316 330 17% - 1,619
Printing 2,500 - 2,500 - - 0% - 2,500
Data Processing Suppiles 75 - 75 - - 0% - 75
Postage 12,580 - 12,580 1,014 3,247 26% - 9,333
Maintenance/Janitorial Supplies 50 - SC - 13 26 52% - 24
Promotional Supplies 20 - 20 - - 0% - 20
Other Supplies 75 - 75 - - 0% - 75
Total Supplies & Materials 22,024 - 22,024 1,538 4,046 18% - 17,978
Fixed Charges
Rental-Cont Rent Payment 1,750 - 1,750 63 119 7% - 1,631
Rent-Nan State Owned Property 63,750 - 63,750 4,906 14,717 23% - 49,033
Rent-Other 225 - 225 - 213 95% - 12
Insurance-State 1,121 B 1,121 - 1,183 106% - (62}
Insurance-Nen State 120 - 120 - - 0% - 120
Tota! Fixed Charges 66,966 - 66,966 4,969 16,232 24% - 50,734
Travel {Includes Leased Car)
In: State - Meals / Non-Reportable 250 - 250 - - 0% - 250
Reportable Meals 100 - 100 13 66 66% - 34
In State - Lodging _ 400 - 400 - - 0% - 400
In State - Aute Mileage 2,200 - 2,200 106 511 23% - 1,689
In State - Misc Travel Expense 100 - 100 - - 0% - 10¢
Out State - Auto Mileage 300 - 300 - - 0% - 300
Total Travel 3,350 - 3,350 119 577 17% - 2,773
Total Other Operating Expenditures 135,418 - 135,418 10,867 28,933 21% - 106,485
Total Judicial $ 457418 § - 5§ 457418 § 37,632 S 109,033 24% § - % 348,385
Earmarked Funds
Department Totals
Commissioners $ 611,550 S - $ 611550 $§ 52,154 5 115,264 19% S - S 496,286
Administration 682,533 - 682,533 49,333 134,817 20% 30,165 517,551
Claims 455,982 - 455,982 40,248 114,896 25% - 341,086
Insurance & Medical 536,332 - 536,332 44,298 132,590 25% - 403,742
Judicial 457 418 - 457,418 37,632 109,033 24% - 348,385
Totat Departmental Expend $ 2,743,815 & - $2,743,815 $ 223,666 $ 606,600 22% $ 30,365 5 2,107,050
Employer Contributions 375,000 - 375,000 55,848 127,638 34% - 247,312
Total Earmarked Funds $3,118815 § - $3,118815 $ 279,513 § 734,289 2% % 30,165 § 2,354,361

Capital / Computer Project Carryforward $ 54,761 S - §$ 54763 § -8 1,580 3% § - $. 53,181
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State of South Carolina

1333 Main Street, 5" Floor
P.O. Box 1715
Columbia, $.C. 29202-1715

TEL: (803) 737-5700
FAX: (803) 737-5764

Workers’ Compensation Commission

Executive Director’s Report
October 25, 2010

Fines and Assessments Aging Report
The attached Fines and Assessments Aging Report reflects the number and amount of
fines assessed for the 2 month period in FY 2010-11.

Personnel Recruitment
Bryan Berthelette was employed into the Claims Examiner I position in the Claims
Department effective October 18, 2010.

Employee Meétings
The agency All Employee Meeting was held on September 23.

Four employees participated in the employee focus group with the Executive Director on
September 30.

Constituent Services/Public Infermation

During the previous 30 days the Executive Director’s Office made 93 contacts with
various system constituents. They were as follows: 87 telephone communications; 23
clectronic contacts with claimants or constituents, state agencies, federal agencies;
congressional offices, attorneys, service providers, or business partners; and prepared 2
responses to FOIA requests.

SC Workers’ Compensation Educational Association Annual Meeting
The Executive Director attended the SC Workers’ Compensation Association Annual
Meeting October 18-20, 2010 in Myrtle Beach, SC.
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TO: Gary M. Cannon, Executive Director
FROM: Al McCutcheon
DATE: October 20, 2010

RE: Outstanding Fines Status

The following is the requested status of outstanding fines in the Compliance and
Coverage Divisions of the Insurance and Medical Services Department:

Compliance

There are two categories for Compliance fines: cases with underlying claims; and cases
without underlying claims. Cases with underlying claims are those cases in which a
claim has been filed but there is no record of the employer having coverage. Cases with
no underlying claims are the cases where employers are discovered to have no coverage
through the search of the Employment Security Commission records or a random
coverage check.

The procedure for collection of fines is as follows:

1. Employers suspected of not having insurance are sent a letter requesting verification
they have coverage and are given 14 days to respond. Failure to respond and to
immediately acquire insurance will result in fines being assessed at $1.00 per day for
each employee, a minimum of $10.00 per day and a maximum of $100.00 per day.

Thirty-nine violation letters were issued during the month of September.

2. For cases without an underlying claim, if the employer immediately comes into
compliance after the initial notification, the assessed fine is $750 for 10 or less employees
and $1,000 for 11-20 employees.

Nineteen compliance agreements were received during the month of September.

3. If there is no response and we can prove the employer is subject to the Workers’
Compensation Act, the Compliance Division subpoenas the employer to an Order and

Rule to Show Cause hearing. These hearings are scheduled every 30 days.

Eight subpoenas were issued in September. The next Order and Rule to Show
Cause hearing is scheduled for November 30, 2010.



4. Along with the subpoena, the employer is provided a letter offering the opportunity to
settle in lieu of attending the hearing. However, if the employer does not settle, and the
employer is found to be subject to the Act at the hearing, an order is issued finding the
employer in violation of the Act. In most instances, the order stipulates maximum fines
and penalties. Orders are issued within 30 days after the hearing.

One order resulting from the August 26, 2010 Order and Rule to Show Cause
hearing was published in September.

S. If there is no response to the order, a civil judgment is filed within 45 days.
Twelve civil judgments were filed during the month of September.

6. Further contact with the employer (telephone and letter) is attempted by the Director
of Compliance. If the employer remains willfully uninsured, the Director of
Compliance files a criminal complaint with the jurisdictional magistrate. This new
procedure for the Department has yet to be finalized with legal counsel.

Coverage

There are two types of fines assessed on carriers by the Coverage Division:

A. Late filing for policies not received within 30 days of the policies’ effective date.
B. 12M Minor Medical Fines

In January - March 2010, approximately 200 carriers were sent a final notice on fines
over 90 days old. Carriers were advised that failure to pay outstanding fines would result
in a subpoena being issued requiring attendance at an Order and Rule to Show Cause
Hearing. Initially, these carriers owed $207,375 in fines over 90 days old. This total was
reduced to $36,606 as of September 14, 2010. However, we have recently added $15,135
in 12M late penalties to this list of outstanding fines. Carriers receiving these 12M late
penalties have been subpoenaed to the November 30, 2010 Order and Rule to Show
Cause hearing.



TO: Commissioners

FROM: Al McCutcheon, Director,
Insurance and Medical Services

DATE: October 25,2010

RE: Review of Medical Services Provider Manual Payment
Methods

This presentation is being held to review and discuss the alternative Medical Services Provider
Manual payment methods available to the Commission. A decision is needed in order to
proceed with development of the 2011 Medical Services Provider Manual.

Background:

A Medical Services Provider Manual Advisory Committee was established by the Commission
at their January 25, 2010 meeting. The first meeting of the committee was held on March 15,
2010. The Advisory committee was tasked to evaluate using multiple conversion factors calculating
the Maximum Allowable Payment (MAP) for medical services as provided in the Commission’s Medical
Services Provider Manual. The Committee also evaluated using the Center for Medicare and Medicaid
Services (CMS) Resource Based Relative Values Scale (RVRBS) values plus a predetermined percentage
for calculating the MAP. The committee met four times and submitted a final report on July 13, 2010.
Committee Chairman Mark Arden presented the committee’s final report at the July 19, 2010 meeting of
the Full Commission. The recommendation of the Advisory Committee was to continue using the current
payment method with a single conversion factor.

1 appreciate your interest and participation in this discussion.

Attachments:
1. Advisory Committee Recommendations Package
2. Comparison of Payment Methodologics
3. Comparison - Palmetto GBA calculations
4, Medicare National and SC Adjusted Transitional and Fully-Implemented RVUs
5. Payment methods — Pros and Cons
6. Examples of RVU Calculations
7. Applicable Statutes and Regulations
8. CMS (Medicare) Physician Fee Schedule web site
9. Medicare Conversion Factors 2006-2010



State of South Carolina

1333 Main Street, 5 Floor
P.O. Box 1715
Colombia, 85.C, 29202-1715

TEL: (203) 137-5700
FAX: (803) 737-5764

Workers’ Compensation Commission

July 13, 2010

The Honorable T. Scoft Beck
Chairman
SC Workers' Compensation Commission
-+ 1333 Main Street
Columbia, SC 29202

RE: Medical Services Provider Manual Advisory Committee Report
Dear Chairman Beck:

" On behalf of the Medical Services Provider Manual Advisory Committee |
am pleased to provide you with the Committee’s final report. The committee met
four times between March 1 and June 30 to discuss the task assigned by the
Commission, review and analyze data, deliberate respective positions and adopt
recommendations contained in the attached report.

| would like to thank each member of the committee for their participation
and their ability to honestly and openly discuss the various viewpoints on each of
the issues and finalize the recommendations within the requested timeframe.

- ook forward to presenting our findings and recommendations at the
Commission Business Meeting on July 18, 2010.

Sincerely,

Mark Arden, Esq.
Chairman



Report of the SC Workers’ Compensation Commission
Medical Services Provider Manual
Advisory Committee
July 1, 2010

At the Business Meeting of the SC Workers' Compensation Commission on
January 25, 2010 the Commission crealed an Advisory Committee to review the
Commission’s current methodology to calculate the Maximum Allowable Payment (MAP)
for services in the Medical Services Provider Manual (MSPM) and consider other
methodologies including the use of multiple conversion factors for different CPT codes
for calculating the MAP or using a Medicare plus payment system for calculating the
MAP.

' Statutory Authority

The Workers’ Compensation Commission Is the regulatory agency of the State of
South Carolina responsible for overseeing and administering the South Carolina

‘Workers’ Compensation Act. SC Code Ann. § 42-1-10 et seq. (1976). The Commission
has the authority to approve or deny medical fees, as well as the statutory and

regulatory discretion to set the amount of fines. § 42-15-20; R 67-1302

- § 42-15-00. Fees of attorneys and physu:[ans and hospital charges shall be
approved by the Commission,
Fees for attorneys and physicians and charges of hospitals for services
under this title shall be subject to the approval of the Commission,

R 67-1302. Maximum Allowable Payments to Medical Practitioners.
A. The Commission shall establish maximum allowable payments for
medical services provuded by medical practitioners based on a relative
value scale and a conversion factor set by the Commission.
(1) The maximum allowable payments and any policies governing the
billing and payment of services provided by medical practitioners shall be
‘published in a medical services provider manual.
{2} The Commission may review and update the relative values and/or
conversion factor as needed.

Current Medical Service Provider Payment System

The current method for calcuiating the MAP was approved by the Commission in
1995. The MAP is calculated by multiplying the value assigned by the Center for
Medicare and Medicaid Services (CMS) Resource Based Relative Values Scale
(RBRVS) for the Current Procedural Terminology (CPT) code published by the American
Medical Association by a conversion factor approved by the Commission.

During the deliberations for the a'doption of the 2010 MSPM the question arose

‘as to whether or not the Commission had the authority to adopt a fee schedule with

more than one conversion factor. The Commission requested a legal opinion of the
interpretation of R 67-1302 from Kelly Golden, Esq., legail counsel. Ms. Golden is of the
opinion, under the current regulations the Commission is limifed to the use of a single
conversion factor in the calculation of the MSPM. Attachment A is a copy of the opinion.



Advisory Committee

Members of the Commiitee were appointed by Chairman Roche for the period
required to complete the evaluation and present the recommendations to the
Commission. The Chairman also appointed Mark Arden, Esq. as chairman of the
Committee. Mr. Arden represented the Injured Workers’ Advocaies Association.

In an effori to obtain input from the interested parties, staff prepared a list of
organizations and individuals who may be interested in participating on the committee
and presented the list to Chalrman Roche. Chairman Roche approved the list and staff
contacted the following organizations {o invite their participation.

Ambulatory Surgery Center Association
Bill Reviewers
- Accident Insurance Company
- Companion Property and Casualty Ins. Co,
- Corvel Corporation
Civil Justice Coalition
Commercial Insurance carriers
- American Insurance Association (AlA)
- Property Casualty Insurers Association (PCI)
Injured Workers' Advocates Association
South Carolina Chamber of Commerce
South Carolina Employee Insurance Program (of SCBCB)
.South Carolina Hospital Association
South Carolina Medical Association
South Carolina Orthopaedic Association :
South Carolina Property and Casualty Insurance Guaranty Assomatton
South Carolina Self-Insurers Association
South Carolina Small Business Chamber of Commerce
South Carolina Society of Anesthesiologists
‘South Carolina Workers' Compensation Education Association
State Accident Fund
Third Party Administrators (TPAs)
- Key Risk Management Services
- Palmetto Hospital Trust Services
- Sedgwick CMS

The Accident Insurance Company, Civil Justice Coalition, Sedgwick CMS, and the Soutﬁ
Carolina Property and Casualty Insurance Guaranty Association declined the invitation
fo participate.

Attachment B contains a list of the advisory committee members.

Staff Support

The Commission's Executive Director, the‘Executive Director's Administrative
Coordinator, the Director of Insurance-and Medical Services and Commission's Chief
Medical Consuitant served as ex officio members and provided research, analysis and
administrative support,



Committee Process

The Committee met on March 15, April 15, May 14 and June 18. Research information
and fiscal impact analysis prepared by staff and information submitied by committee
members were distributed to the committee electronically prior to each mesting. This
information is found in Attachment C.

3
Recommendations

The following recommendations were approved by the Committee at their meeting on
June 18, 2010,

1. The Commission continue the current policy of utilizing the Resource Based
Relative Value Scale (RBRVS) and a single conversion factor as the method of
calculating the Maximum Allowable Payment (MAP) for each procedure code.

2. The Commission adopt an annual review process to adjust the Provider Manual
to include a period for stakeholder comments to the Commission.

3. The Commission include a compiete listing of the HCPCS codes and
corresponding fees in the Medical Services Provider Manual.

4. The Commission conduct a cost benefit analysis of including American Dental
Association (ADA) alphanumeri¢-codes for dental services provided in a workers’
compensation claim for the Medical Services Provider Manual.

§. The Medical Services Provider Manual Advisory Committee's report to the
Commission will include minority reports. {No minority report provided.)

Attachments

A. Legat opinion - single vs. multiple conversion factors
B. Commitiee Roster

C. Research and fiscal impact information

D. HCPCS Information



Attachment A



State of Sonth Caroling

1333 Main Strezt, Suite 560
P.O. Box 1715
Columbie, 5.C. 25202-1715

Tel: (803) T37-5700
Fax: (803) 737-1258
WWW.WCC.50,BOV

Borkers’ Compensation Commigsion

December 9, 2009

Mr. Gary M. Cannon

Executive Director

SC Workers’ Compensation Commission

1333 Main Street .
_P.O.Box 1715

Columlbia, SC 29202-1715

RE: Regquest for Opinion
S.C. Code Regs, 67-1302

Dear Mr. Cannon:

You asked for an opinion mterprehng S.C. Code Regs. 67-1302. Your specific question is:
“Does the regulation ... restrict the Caommission to having one conversion factor or does it allow
[the Commiission] to have more?”

Under current regulations, the Commission is limited to the use of a single conversion factor.
My opinion is based on the use of the word “a” preceding the word “conversion factor” The
word “a” is an indefinite article used before a singular noun. We use the word “a” before a
singular count-noun that begins with a conscnant (a cow, a barn, a sheep) and we use the form
“an” before singular count-noun that begins with a vowel or vowel-like sound {an apple, an
urban blight, an open door). A

When interpreting the meaning of a statute or regulation, certain basic principles must be
observed. The cardinal rule of statutory interpretation is to ascertain and give effect to legislative
intent. State v. Martin, 293 S.C. 46, 358 SB.2d 697 (1987). Typically, legislative intent is
determined by applying the words used by the General Assembly in their usual and ordinary
significance. Martin v. Nationwide Mutual Insurance Company, 256 S.C. 577, 183 S.E2d 451
(1971). Resort fo subtle or forced construction for the purpose of limiting or expanding the
operation of a statute should not be undertaken, Walton v. Walton, 282 8.C. 165, 318 S.E.2d 14
{1984). Courts must apply the clear and unambiguous terms of a statute or regulation according
to their literal meaning. State v, Blackmon, 304 S.C. 270, 403 S.E.2d 660 (1991). Statutes or




M. Gary M., Cannon
December 9, 3009

- Page Two

reguiations should be given a reasonable and practical construction which is consistent with the

policy and purpose expressed therein. Jones v. Sonth Carolina _State Highway Department, 247
S.C. 132, 146 S E.2d 166 (1966). :

In 1994, two of the recommendations submitted fo the Workers” Compensation Commission
from its “Physician & Surgeons Fee Schedule Advisory Committee” were:

~ *  Adopt Medicare’s resource based relative value system (RBRVS); and
¢ Adopt a single conversion factor.

The recommendations adopted by the Commission were based on these recommendations by
unanimous vote on October 24, 1994,

- In 1997, the Commission expressly incorporated the relative value system in an amended

Regulation 67-1302 effective June 27, 1997. At that time, the Commission represented to the
stakeholders, including the General Assembly, that a single conversion factor system would be
implemented. The singular indefinite article “a” appearing before the words “conversion factor”
was intentional,

The Commission’s intent is further expressed in 8.C, Code Regs. 1302 (A) (2) providing that the

" %.c..Commission “may review and update the relative values and / or the conversion factor as
needed.” [emphasis added.] The word “the” is a definite article because it usually precedes a

specific or previously mentioned singular noun. The words “a” and “the” are listed among the
noun markers or determiners because they are almost invariably followed by a singular noun.

The intent of the Workers' Compensation Commission to adopt a Medicare patterned Resource
Based Relative Value Scale (RBRVS) with a single conversion factor applicable to all
procedures, surgical and non-surgical is evidenced not only by the common and usual
grammatical rules mentioned above but also by an affidavit by Mr. Gary Thibault. Mr.
Thibault’s affidavit is available upon request.

As noted in an opinion by the Attorney General of South Carolina dated October 26, 2006, [t]his
office, as a matter of policy, typicaily defers to the administrative interpretation of the agency
charged with the enforcement of...(a)...statute in question. See, e.g., Ops. Atty. Gen. dated

"March 9, 2000 and November 25, 1998, As noted in a prior opinion of that office dated October

20, 1997, “construction of a statute by the agency charged with executing it is entitled to the
most respectful consideration...and should not be overruled absent cogent reasons.” Moreover,
where an administrative interpretation is long-standing and has not been expressly changed by
the General Assembly, the agency interpretation is entitled to even greater deference._Marchant
v. Hamilton, 279 S.C. 497, 309 S.E.2d 781 (Ct.App. 1983). As recognized in another prior
opinion of the - Attorney General’s office dated March 12, 1997, if an administrative
interpretation is reasonable, courts will defer to such construction even if that

Vot



Mr. Gary M. Cannon
December ¢, 3009
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construction is not the only reasonable one or the one a court would have adopted in the first
instance,

Accordingly, this office would defer to the interpretation of 8.C. Code Regs. 67-1302 by the
those charged with the implementation thercof. Finding no evidence to the contrary, it is my
opinion that the cutrent regulation at issue is subject to but one interpretation — that a single
conversion factor was intended to be adopted and used by the Commission,

With kind regards, [ am,

LALTR GMC Re 7 1302 DEC 9 09.40c



ATTACHMENT B



Medlcal Services Provider Manual Advisory Committee
May 14, 2010

Nomination

Brian Teusink

Senior Exec. Vice President
Palmetto Hospital Trust
Telephone: 803-731-5300 ext. 1585
Email: bteusink@phts.com

Jeri Boysia
Vice President & Actuary
. Rebecca Rabern

Companion Property and Casualty Ins. Co.

--Telephone: 803:264-5360

Email: Jeri.Boysia@companiongroup.corm

Cindy Benton

District Manager

Telephone: 803-451 -3401, ext. 3411
Cell: 8034134055

Email: Cindy Benton@corvel.com

Randy Pardee

Pardee’s Reffrig. & Air Conditioning
1101 Milier Avenue

Columbia, SC 29203

Cell: 803-606-5541

Email: pardeeshvac@aol.com

Mike Pankey

ASC of Spartanburg

720 N Pine St

Spartanburg, SC 29303
Telephone: 864-560-5821
Email: mpankey@srhs.com

Organization

PHT Services, Ltd.

Suite 402, Converse Building
250 Berryhill Road

P.O. Box 21099

Columbia, SC 26221-1098
Telephone: 803-731-5300

Companion Property and Casualty Ins. Co.
Post Office Box 100165

Columbia, SC 29202

Telephone; 803-735-0672

Corvel Corporation

200 Center Point Circle, Suite 290
Columbia, SC 29210

Telephone: 803-451-3401

SC Small Business Chamber of Commerce
1717 Gervais Street

Columbia, SC 29201

Telephone: 803-252-5733

Email: sbchamber@scsbs.org

SC Assoc. of Ambulatory Surgery Centers
1400 Village Square Bivd, #3-175

Tallahassee, FL 32312

Telephone: 888-526-9450

Contact: Meghan Millard, Deputy Exec. Director
Email: meghan@ascmember.org




Mary Ann Lubeskie

Vice President Claims Medical Programs
Lorynda Fish '

The Hartford

Email: maryann.lubeskie@thehartford.com

Telephone: 860-547-2894
Admin. Asst: Barbara Leoni

Email: barbara.leoni@theHartford.com
Telephone: 860-547-7644

Rick Bouchard, SCLA

Vice President, Claims

Montgomery Insurance

Direct Dial: 704-759-7700

Mobile: 704-996-0739

- Email: richard.bouchard@monigomery-
ins.com

Laura Smoak

Research & Statistics Manager
SC Employee Insurance Program
Telephone: 803-734-1623

Email: Ismoak@elp.sc.gov

Donna Croom

Executive Director

SC Workers' Comp. Educational Assoc.
Email: scwecea@bellsouth.net

American Insurance Association

Washington, D.C. Headquarters
2101 L Street, NW, Suite 400
Washington, DC 20037
Telephone; 202-828.7100

SOUTHEAST {Atlanta)

5605 Glenridge Drive, Suite 845
Attanta, Georgia 30342
Telephone: 404-261-8834

Property Casualfy Insurer’s Association

PCl Headquarters

2600 South River Road
Des Plaines, IL 60018-3286
Telephone: 847-297-7800

Regional Office

William Stander

215 8. Monroe Street, Suite 830 (32301)
P.O. Box 11174

Taliahassee, FL 32302

Telephone: 850-681-2615

$C Employee Insurance Program (of SCBCB)
1201 Main Street, Suite 300

Columbia, South Carolina 29201

Telephone: 803-734-0678

Contact: Robin Tester

SC Workers’ Comp. Educational Association
3 Cavendish Court

Irmo, SC 29063

803-407-3360

Contact; Chris C. Daniel, President



Will Floyd MD, MPH
Healthworks

1333 Taylor 8t., Suite 3H
Columbia, SC 29220
Telephone: 803-296-3304

Email: willie.floyd@palmettohealth.org

AnnMargaret McCraw
Chief Operating Officer
Midlands Orthopaedics, PA
1910 Blanding Street
Columbia, SC 28201
Telephone: 803-933-6134

Email: annm@midlandsortho.com

Mark Arden, Esg.
Chappell, Smith & Arden
Telephone: 803-929-3609

Email: marden@csa-law.com

Moby Salahuddin
Executive Director
South Carolina Self-Insurers Association

Email: msalahuddin@sc.ir.com

Ron Chatham

The Edisto Group

4200 Byrnes Bivd.
Florence, SC 29506
Telephone: 843-229-7460

Email: ronchatham@edistogroup.com

South Carolina Medical Association
132 Westpark Blvd.

Columbia, SC 29210

Post Office Box 11188

Columbia, SC 29211-1188
Telephone: 803-798-6207

Contact; Scott E. Hultstrand

Email: scotth@scmanet.org

South Carolina Orthopaedic Association
17503 Mallard Court

Lutz, FL 33559

Telephone: 813-949-3121

Contact: Fraser Cobbe, Executive Director

Injured Workers' Advocates

Post Office Box 12513

Columbia, South Carolina 29211
Telephone: 803-799-0080

Contact: Clara T. Smith, Executive Director

Email: clara@injuredworkersadvocates.cor™ =7+ =

South Carolina Self-Insurers Association
215 Holly Ridge Lane

West Columbia, SC 29169

Telephone; 803-794-2080

South Carolina Chamber of Commerce
1201 Main Street, Suite 1700

Columbia, SC 29201 .

Contact: Otis Rawl, President and CEQ
Telephone: 803-799-4601

Email: chamber@scchamber.net




Margarita M. Pate
Executive Director
Telephone: 843-697-3114
Email: mpscsa@aol.com

Barney Osborne

VP - Finance and Reimbursement
The SC Hospital Association
Telephone: 803-744-3444

Email: bosborne@scha.org

Glenn Miller
AVP Managed Care .
Debbie Fox '
_..Key Risk Management Services
P. O. Box 49129
Greensboro, NC 27419
Telephone: 800-942-0225 ext. 7414
Email: gmiller@keyrisk.com

Harry Gregory
Executive Director
State Accident Fund

Email: haregory@saf.sc.gov

WCC Staff

Gary Cannon
Executive Director
South Carotina Workers’ Compensation
Commission
1333 Main St., Suite 500 (29201)
P. O.Box 1715
Columbia, SC 29202-1715
Telephone: 803-737-5726
Email: gcannon@wce.sc.gov

The SC Society of Anesthesiologlsts
P.O. Box 20189

Charleston, S.C. 29413

Telephone: 843-697-3114

Email: mpscsa@aol.com

The SC Hospital Association
1000 Center Point Road
Columbia, SC 29210
Telephone: 803-796-3080

Key Risk Management Services
Post Office Box 49129
Greensboro, NC 27419
Telephone: 800-942-0225

State ‘Accident Fund

800 Dutch Square Bivd, Suite 160
Columbia, SC 29210

Telephone: 803-896-5409
Contact: Harry Gregory

Email: haregory@saf.sc.gov




Al McCutcheon

Director, Insurance and Medical Services
South Carolina Workers’ Compensation
Commission

1333 Main St., Suite 500 (29201)
P.O.Box 1715

Columbia, SC 298202-1715

Telephone: 803-737-5718

" Email: amccutcheon@wcc.sc.gov

Kandee Johnson

Executive Assistant

South Carolina Workers’ Compensation
Commission

1333 Main St., Suite 500 (29201)
P.O.Box 1715

Columbia, SC 29202-1715

~ Telephone: 803-737-5744

Email: kiohnson@wcc.sc.gov

David Adcock MD

Chief Medical Consultant

South Carolina Workers’ Compensation
Commission .

1333 Main St.;-Suite 500 (29201)
P.O.Box 1716

Columbia, SC 29202-1715

Telephone: 803-733-3295

Email: david.adcock@uscmed.sc.edu
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* Attachment D



Medical Services Provider Manual Advisory Committee Recommendation #3

“The Commission include a complete listing of the HCPCS codes and corresponding fees
in the Medical Services Provider Manual.”

Background information

HCPCS {Healthcare Common Procedure Coding System) is a standardized coding system
designed to ensure that health clzims are processed in an orderly and consistent
manner. HCPCS codes are divided into two subsystems, level 1 and fevel Il Leve! | is
comprised of CPT (Current Procedural Terminology) todes maintained by the American
Medical Association (AMA). Level |l codes are used primarily to identify products,
supplies, and services not included in CPT codes, such as ambulance services and
durable medical equipment, prosthetics, orthotics, and supplies (DMEPOS} when used
outside a physician's office.

Current status

The 2010 Medical Services Provider Manual was updated to include most of the HCPCS
codes. HCPCS codes not included in the fee schedule do not have relative values set by
Medicare. Alternate CPT codes exist that more accurately descrabe the service for most
of the codes not included in our fee schedule.

Caodes listed in our 2010 fee schedule, with the exception of dental -and ambulance will
cover practically every workers’ compensation procedure and supply. in the event that
it does not, the manual contains a provision to allow payment to the provider at cost
plus 20%; acquisition invoice cost plus 20%; or a negotiated amount.

The following HCPCS codes are currentiy not included in the Medlcal Services Provider
Manuai:

A codes - Transportation services including ambulance. These codes were not
implemented by Medicare until April 2002,

B codes - Nutritional supplies, formulae and pumps .

C codes - Qutpatient PPS codes

D codes - Dental codes

G codes - Temporary codes used to identify professional health care procedures and
services that would otherwise be coded in CPT but for which there are no CPT codes.
H codes - Alcohol and drug abuse treatment services

M codes - Therapeutic efficacy has not been established or experimental

P codes - CPT codes are used for pathology and laboratory services

R codes - (3 codes) transportation of portable x-ray or EKG equipment to nursing home,
facility or patient home, per trip

S codes - Temporary codes created by private sector and used by Medicaid, but not
payable by Medicare, to implement policies, programs or claims processing

1



T codes - Codes designed for use by Medicald state agencies where no permanent
national codes exist

Benefits and challenges of including the HCPCS codes to the Medical Services Provider
Manual

Carriers and bill review companies will benefit from the ambulance and the dental
HCPCS being included in the Medical Services Provider Manual. It will reduce their
administrative work load and the number of disputes, necessitating the involvement of
the Commission.

Potential challenges. Access to dental providers may be reduced if a fee schedule is
implemented thereby limiting the payment for service to the provider. The use of dental
codes may require the American Dental Association’s permission and payment of a
royalty fee.

Should the Commission opt to accept this recommendation a financial impact to the
system will be conducted and a recommendation will be made during the MSPM review
next year. A .



Cannon, Gary

From: Cannen, Gary
Sent: Monday, July 26, 2010 9:19 AM
To: AnnMargaret McCraw ; Bamey Osborne; Brian Teusink ; Cindy Benton; Denna Croom; Dr.

Bavid Adcock; Dr. Will Fioyd; Glenn Miller; Harry Gregory; Jeri Boysia ; Smoak, Laura;
Lorynda Fish; Margarita Pate ; Mark Arden ; Mary Ann Lubeskle ; Mike Pankee ; Moby
Salahuddin; Randee Pardee ; Rebecca Rabem; Rick Bouchard ; Ron Chatham

Ce: . MeCutcheon, Al

Subject: Advisory Committee Report - Minority Reporis

Fee Schedule Advisory Committee Members:

On July 19, 2010 Medical Services Provider Manual (Physician’s Fee Schedule)

Advisory Committee Chairman Mark Arden presented the Commitiee’s Reportto the ™~~~ '

Workers' Compensation Commission. A copy of the report included in the
Commissioner's Agenda packet that was emailed to you on June 15™,

Recommendation 5 in the report states the “...report will include minority reports.” No
" minority reports were considered at the Advisory Committee meeting on June 18"
therefore none were included in the report submitted to the Commission.

At the Commission meeting on July 18" Chairman Beck expressed concern about the
lack of minority reports and wanted to insure each. Committee member had the
opportunity to communicate their organization's-position to.the-Commission.
Therefore, if you wish to submit your organization’s position or comment on the
Advisory Committee’s Report, please email them to me at gcannon@weg.sc.gov by
12:00 PM August 11, 2010. 1 will include the comments in the Executive Director
Report in the Commissioner's agenda books for the Business Meeting on August 16.

Thank you for your time and efforts completing the Committee’s Report. If you have
any questions please contact me. - . '

Gary M. Cannon

Executive Director

SC Workers' Compensation Commission
1333 Main Street

P.O, Box 1715

Columbia, SC 29202-1715



- Angust 11, 2010
Workers Compensition Commission
RE: Minority Report for Medical Services Provider Manual Advisory_Committe; :
Dear Commissioners, .
On behalf of the membership. of the South Carolina Orthopaedic Assoclation, I would ke to
thank you for the opportunity to serve and provide input in the deliberations of the Medical

Services Provider Manual Advisory Committee. Our assoclation was well represented through
_.____thnmppsss_hy_AnuMa:gagaﬁ_MgQ&mquﬂlms Orthopaedies in Columbia.

We appreciate the careful consideration that the Advisory Committes~ gave our
recommendations, although a majosity of the Committee did not ultimately agree. with our
request to give the Commission the flexibility to adopt multiple conversion factors. Please
accept this Minority Report as an official record of our position and the ratienale for it. We
maintain that our proposal will ultimately lead to greater quality care rendered to injured workers
and overall cost savings o the system by aligning resources in the system to promote rapid
access 1o specialty and surgical care when needed; therebry, accelerating return to work.

e

We hope the Commission wil! continue to consider our recommendations as we all strive for a
more efficient and effective rehabilitation and return 'to work program for injured workers in
South Carolina. :

SCOA presented the following motions-to the Committee: -

Motion 1; Continue the current pokicy of utilizing the Resource Based Relative Value Scale
{RBRYVS) to establish the value of the codes in the Provider Manual :

Motton 2: '_I"h'é Workers Compensation Commission should have the authorify to utilize
-multiple conversion factors for medical services to énsure access to care for our unique
patient pepulation. - ‘

The second motion failed to pass at the Committee level.

We present the following supporting documentation for our position. Additional information
relative to each of these poitts is available upon request, although most of if has been shared
previously with the Commission and the Committee. o .

» The MAPs in the Medical Services Provider Manual were not incfea_sed from 2003 t0 - -
2010. _ o -

«  While most medical services receive a substantial increase in the 2010 Provider Manual .
adopted by the Comemisston, surgical and radiological codes receive sipnificant decreases =
from the 2003 levels, . i




* L3

The Medical Economic Index has increased 17.3% from 2003-2009 which has eroded
reimbursement for medical services during this period. This decline has now bsen
accelerated for surgical and radiological codes with the adoption of the new fee schedule.

The medical office personne! expense incurred by our practices has increased
approximately 20% since 2003.

The MAPs established by the 2010 Provider Manual are some of the lowest in the nation
for surgical codes as the following exampies illustrate:

» Arthroscopy: 4th worst State Workers Compensation MAP in the nation

* Carpal tunnel; 3rd worst State Workers Compensation MAF in the nation

Precedents are documented in other states of reduced access to specialists when surgical
reimbursement is reduced
*  Hawai: prior to 1995 ortho participation = 77%
«  Specialty fees cut in 1995; partlclpatmn dropped to 33%
»  TX:2002 ortho partlclpanon =79%
»  Specially fees cut in 2003; ortho participation fell to 46%
+  CA: 2002 ortho participation = 92%
+ -Specialty fees cut in 2004; 2007 ortho participation = 65%

Scientific studies document that rapid access to definitive surgical care can reduce overall
¢costs to the workers compensation system as claimants are returned to wark more quickly

Survey data illustrates the inaccuracics inherent in RBRVS valuation of services that are
especially acute for surgical procedures and practlces in workers compensation.
~ UCLA study of comp neurosurgeons in Hawalij’ WV, TX indicated their actual
practice, expense (PE) for comp wis*295% of Medicaée’s estimated Practice
Expense for the CPTs provided

The caleulation of the RBRVS by CMS is not purely scientific and objective. The pricing
of individual codes is subject to political Iobby, and the budget neutrality component
requires pricing of codes only in relation to one another with little consideration of the
actual practice expense involved to render the servioe,

The stated focus of CMS and Healtheare Reform is to incentivize wellness, prevention
and primary care; therefore, the RBRVS will continue to reflect a payment shift toward
those codes. The inherent nature of Workers Compensation is the treatment of acute
injury to facilitate rapid retun to work. The application of the RBRVS to Workers
Compensation without consideration of and adjustment for these different prioritics has
the unintended consequence of disincentivizing * rapid access to acute care providers, and
therefore, potentially delaying return to work.

A large majority of states slready utilize multiple conversion factors in Workers
Compensation to adjust for wellness focus of CMS payment methodology when applied
to Comp. (Sources: Workers Compensation Research Institute The Lewin Group)




. Muitip'lc Conversion Factors promote cost containment by allowing. adjustments to
specific codes without requiring increases to codes already priced appropriately.

» If used on a limited basis, Multiple Conversion Factors can be applied in a reasonable
manner without significantly increasing costs to the system. In fact, any increase in
medical service expense may well be offset by reduced indemmity payments as claimants’
return to work is accelerated. The initial proposal from our association to the
Commission for & separate conversion factor wonld have had & minimal Impact to overall
costs as estimated by NCCIL. : -

We strongly believe that quality care can be enhanced while simultaneously achieving significant
cost savings to the overall system by promoting rapid mccess to surpical services; therehy

expediting delivery of definitive care and aceelerating return to work, This position supports the
core mission of the Workers Compensation Commission and can deliver significant savings if
the appropriate resources are aligned properly. Injured workers require acute caro, and
compensation in the system should be designed to deliver that care In the most expeditious
manner possible, ’ : .

Thank you again for the opportunity to participate in the Advisory Comimitiee, end we arc

comtmitted to working with the Commission on behalf of the workers of this great state.

Sincerely,

| 9:-4-0“4« |

James O'Leary, M.D.
President .
South Carolina Orthopaedic Association
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Payment methods — Pros and Cons

Single conversion Factor

Total cost for 14 % sample of medical services provider costs (two carriers and self-insured fund) using
2008 utilization data and conversion factor of $50 is estimated to be $26,388,028.

Pros

- Absolute control on costs {given utilization identical to that in 2008)
- Payments will only change when Commission approves a change to the conversion factor

- This is the current system and will require no change

Cons

Requires resetting of conversion factor as RVUs are updated

Requires calculation and posting of payments for each CPT code in manual or on web site

Some specialty areas argue that multiple conversion factors are needed to address

imbalances in the system

New RVUs are not released until the Fall of each year, which makes for a tight time frame to

finalize Manual by July 1



Multiple Conversion Factors

Total cost for 14 % sample of medical services provider costs using 2008 utilization data is estimated to
be as follows:

Surgeon CF = $52, all other CF = $50 $26, 679,691 1.1% increase
Surgeon CF = $55, all other CF = 550 $27,117,184 2.8% increase
Surgeon CF = $58, all other CF = $50 $27,554,677 4.4% increase

Payments for surgical codes will increase 1.1% for every $2.00 increase in surgical code conversion
factor

Pros

Payment method can be infinitely adjusted to address perceived imbalances among specialty
areas.

Absolute control on costs (given utilization identical to that in 2008).

Payments will only change when Commission approves a change to the conversion factor.

Cons

- Would require a change in regulation 67-1302A.

We would be changing a system developed by CMS, which has greater resources and
knowledge of the relative value of each procedure than SCWCC.

Requires resetting of conversion factor as RVUs are updated.

Requires calculation and posting of payments for each CPT code in manual or on web site.

New RVUs are not released until the Fall of each year, which makes for a tight time frame to
finalize Manual by July 1.

- Requires a few more columns in spreadsheets when estimating system costs.

- Increased interest from each specialty area.



Medicare ‘Plus’ — SC Adjusted Medicare Fee Schedule from Palmetto GBA times
Multiplier

Total cost for 14 % sample of medical services provider costs using 2008 utilization data is estimated to
be $18,109,880, a decrease of 31.4%. Using a multiplier of 1.4 (Medicare + 40%) gives an estimate of
$25,353,834, a decrease of 3.9%. Using a muiltiplier of 1.46 will result in an estimate of 526,440,427,
an increase of .2% (roughly break-even).

Pros

Use of Palmetto GBA Fee Schedule from Palmetto GBA payments would reduce the workload
on staff.

- Payment method initially appears to offer lower cost due to geographic adjustment.
However, all systems can be geographically adjusted.

- Would not require annual calculation and posting of payments for each CPT code in manual
or on web site. Providers/carriers would be directed to Palmetto GBA web site to acquire
payment information.

- Medical Services Provider Manual would consist of policy information only {approx. 80 pages
vs. current 612 page manual) and couid be available on line at no charge, eliminating
administrative work load involved in printing, storing, selling, and mailing manuals.

Cons

Possibility of dramatic reduction in conversion factor if Congress does not continue to delay
the 21% cut currently mandated by the sustainable growth rate {SGR) formula, which links
physician reimbursement rates to increases in the gross domestic product (GDP).

There are a few payment differences with CMS web site, due to the technical component
some CPT codes being capped at the OPPS amount.

Use of payment information from a private company

A few SCWCC specific codes and payments will need to be posted on SCWCC web site.

Payments to surgeons would decrease 6% at ‘neutral’ payment level of Medicare + 46%.



State Health Plan

Total cost for 14 % sample of medical services provider costs using 2008 utilization data is estimated to
be $22,439, 528, a decrease of 15%. Using a multiplier of 1.18 (SHP + 18%) will result in an estimate of
$26,478,643, an increase of .3% (roughly break-even).

State Health Plan payment rates are released by October 1 each year to be effective on January 1.

The SHP allowance is based on RBRVS and uses several conversion factors based on type of service (i.e.
E&M, radiology, pathology, surgical).

Approximately 90-95% of all professional providers in SC currently participate in the State Health Plan
and have payment information available. The remaining 5-10% can create a profile and log-in at
http://www.southcarolinablues.com/providers.aspx to access payment information as long as they are
valid, licensed providers with a tax ID. Payment rates would still have to be posted for each CPT code

in a manual or on our web site for access by carriers, TPAs, and bill reviewers.
Pros

- Lower cost to WC system (15% decrease).
- Majority of providers already have access to and know SHP payments.

- Use of SHP payments would reduce the workload on staff.

Cons

- Payments for surgical CPT codes {10021-69990) would increase 20% at ‘neutral’ payment
level of SHP + 18%. If the overall system is to remain ‘neutral’, this would reduce payments to
other providers.

- Eull Medical Services Provider Manual would have to be produced and either put on our web
site or printed as a hard copy with the administrative burden for printing, storage, payment
collection, and mailing.

- SHP currently has a conversion factor of $50 for anesthesia vs. our current $30 conversion
factor. This would need to be addressed.



Medicare ‘Plus’ — National or SC Adjusted Medicare Conversion Factor times Multiplier

Total cost for 14 % sample of medical services provider costs using 2008 utilization data, the current
2010B conversion factor of $36.8729, the SC adjusted transitional RVUs, and a multiplier of 1.4
{Medicare + 40%) is estimated to be $26,223,167, a decrease of .6%. Payments for surgical codes will
decrease by approximately 1.2% .

Pros

- This system would work very much like the current system. Instead of multiplying RVUs times
the conversion factor of $50, providers/carriers would multiply RVUs times the Medicare
conversion factor {currently $36.8729) times a multiplier. (Ex.: $36.8729 * 1.4 = $52.6221.)

- Would not require annual calculation and posting of payments for each CPT code in manual
or on web site. Providers/carriers would be directed to Medicare web site to acquire
payment information through the Physician Fee Schedule Look-up.

- Medical Services Provider Manual would consist of policy information only {approx. 80 pages
vs. current 612 page manual) and could be available on line at no charge, eliminating
administrative work load involved in printing, storing, selling, and mailing manuals.

Cons

- Medicare conversion factors are subject to change during the year. There have been three
different conversion factors in 2010. We would need a plan to address mid-year changes in
conversion factor, such as specifying in MSPM and on web site the appropriate year to be
used in the Medicare Physician Fee Schedule Look-up.

- Possibility of dramatic reduction in conversion factor if Congress does not continue to delay
the 21% cut currently mandated by the sustainable growth rate (SGR) formula, which links
physician reimbursement rates to increases in the gross domestic product (GDP}. This could
be addressed by requiring the use of an earlier payment schedule (Ex: 20108).

- A few SCWCC specific codes and payments will need to be posted on SCWCC web site.
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§42-15-90 Fees of attorneys and physicians and hospital charges shall be
approved by Commission.

Fees for attorneys and physicians and charges of hospitals for services under
this title shall be subject to the approval of the Commission.

67-1302. Maximum Allowable Payments to Medical Practitioners.

A. The Commission shall establish maximum allowable payments for medical
services provided by medical practitioners based on a relative value scale and
a conversion factor set by the Commission.
(1) The maximum allowable payments and any policies governing the billing
and payment of services provided by medical practitioners shall be published
in a medical services provider manual.
(2) The Commission may review and update the relative values and/or the
conversion factor as needed.

B. Medical practitioners submit claims for payment to the employer or insurance
carrier on the Form 14A.
(1) The Commission recognizes the Health Care Financing Administration
Form 1500 (HCFA-1500) as its Form 14A for medical practitioners.
(2) Any narrative records or reports pertaining to the services rendered must
be attached to the Form 14A and supplied at no charge to the employer or
carrier.

C. An employer or insurance carrier may not pay, and a medical practitioner may
not accept, more than the maximum allowable payment amounts listed in the
provider manual.

D. Providers of general dental services, pharmaceuticals, durable medical
equipment, and other medical products and services not covered by the
medical services provider manual shall bill at the provider’s usual and
customary charge.



¢ Internet Explorer

L PHYSICIAN FEE SCHEDULE SEARGH

Overview

This website is designed to provide information on sewvices covered by the Medicare Physician Fee
Schedute (MPFS]. It provides more than 10,000 physician senvices, the assaciated relative vaiue
units, a fee schedule status indicator and various payment policy indicators needed for payment
adjustment {i.e.. payment of assistant at surgery. team surgery. bilaterat surgery. etc.}. The
Medicare physician fee schedule pricing amounts are adjusted te reflact the variation in practice
costs from area to area. A geagraphic practice cost index {GFCH) has been established for every
Medicare payment locality for each of the three components of a procedure's relative vafue unit (i.e..
the RVUs for work, practice expense, and malpractice). The GPCIs are appfied in the calcutation of a
fee schedule payment ameunt by multiplying the RVU for each component times the GPCI for that
component.

The Physician Fee Schedule loak-up website is designed to take you through the selection steps
prior to the display of the information. The site allews you to:

s Search pricing amounts, various payment policy indicators, RVUs, and GPCs by a single
procedure code. a range and a list of procedure codes.

» Search for the national payment amount, a specific Carrier/Medicare Administrative Contractor
(MAC) or a specific Carrier/MAC locality. Each page has associated Help/Hint available to
complete your selections.

[ DOCUMENTATION FILES |

ADDITIONAL INFORMATION

Welcome to the redesigned Physician Fee
Schedule Search Tool. For assistance using
this teol, please select the "Tool Halp” link in
the upper right corner of the page.
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Physician Fee Schedule Search

Search Cri'teria'

Begin your search below by selecting search criteria. Additional search criteria will

appear dependirg on which sefections you choose. Once your selections are NOTES FOR SELECTED YEAR
complete, you will be asked to sebmit your criteda. All search criteria options

displayed on this page are required.

2010: For 20108: Payment files reflect a change °
Please select a year {see "Notes for Selected Year' box for detailsk: in the conversion factor as a result of the
Preservation of Access te Care for Medicare
Beneficiaries and Pensian Relief Act of 2010,
which President Obama signed into law on June |

Type of Information: 25, 2010. This legislation provides fora 2.2
Pricina Informati percent update to the 2010 Medicare Physician
gpz:::gn': PTEE yﬁl,:dicaturs Fee Schedule (MPFS}, effective for dates of

senvice June 1, 2010, through November 30, ;
{2 Refative Valug Units ) 2010, For 2010A; Payment files raflect changes
& Geographic Practice Cost Index as a result of practice expense {PE) and
@Al malpractice (MP) relative value unit {(RVU)}
corrections and provisions of the Patient
Select Healthcare Common Procedure Coding System (HCPCS) Criteria: E;"r;e;‘;‘:," :gdmﬂ?,'iizbg; Care Act (the Afordable
# Single HCPCS Code Education Recongiliation Act of 2010, which
O List of HCPCS Codes President Obama signed into law on March 23,
O Range of HCPCS Codes 2010, and farch 30, 2010A respectively.

Select Canler/Medicare Administrative Contractor (MAC) Option:
O National Payment Amount
{ Specific CamienMAC
® Spacific Locality
C Al Caniers/MACs

Al {Pricing and Policy Info.) by Single HCPCS Code for a Carrier/MAC Locatity
Enter values for:

HCPCS Code: 11012 |

Modifier:

| All Modifiers

Carrier/MAC Locality:

15088001 South Carolma - B3
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Physician Fee Schedule Search

Search Results [1 Record(s)]

Selected Criteria:

Year: 120108
Type ofInfo.: A}

HCPCS: [tiot2 |

Modifler: | Al Modifiers

HCPCS Criteria: | Single HCPCS Code 2 Locality: [(088001 South Carolina
Camier/MAC | Spacific Locality e
Single HCPCS Code S —— — RO—
Code Description ' ' _ ' '
AR _Dehm‘e skmfmusc!efbune s For your convenience, search results can be printed, downigaded
SRR - S of amailed.
1 View items Per Page: i‘l“{)“
| i i
; e G
; CUNALC T
| L FLAG 7
; o : SOFORE L
E e ’ R TRV P U IR AN B ST UTRARS
ST MR e s T T NN
e E NOMN-. . Sohros FACIL]TY FACILITY: - R R ATE I AN ST I FAC; TRAY
CARRIER | FACILIT‘{_ FACILITY © LIMITING | UMITING . GPCI -, ‘GPCI'| GPEL: ! PROC | WORK ' PE.. | NON.
MODIFIER LOCALITY f PRICE - PRICE . | CHARGE :CHARGE - nggRK PE- .+ MP . STAT . RVU Rv i RVU
R Y A R YR VIR RS T BSR4 AR VOB S YIRS Y NN YR A YRR R A
0088001 | S625. 09 : 539‘5.74 5682.91 : $432.35 1.00C 0.954 | 0.446 : A 687 | ;1042
1 View ltems Per Page: ﬁa——v |
Section 5102¢h) of the Deficit Reduction Act of 2005 requires a payment cap on the technicat component (TC) of certain diagnastic imaging procedure
and the TC pcmons of the globat d|agnestlc imaging semces This cap is based on the Outpatient Prospective Payment System {OPPS) payment To
plemenr 11115 provas hysi #
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Tool Help

Selected Criferla:
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" Single HCPCS Code
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| Search Resuits 1 Reéord{s)]

Setected Criteria;

Year: 120108 ¥ Localty: /0088091 South Carclina =
Type of tnfo.: | Geographic Practice Cost Index ¥ ' '

Carrler/MAL | Specific Locality vl

Option: ’

i Hpdate Results 3
i Dowciens Resudts &

For your convenients, search results can be printed, downicadad
of emailed.

q 1 View ltems Per Page; 110
CARRIER LOCALITY - . GPCIWORK -  GPCIPE ' '
A L G R : Rd
0086004 1,000 | 0.954
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Year
2010B
2010A
2010
2009
2008B
2008A
2007
2006

Medicare Conversion Factors 2006-2010

Conv. Factor

$36.8729 Set on June 25, 2010, effective June 1 - November 30, 2010
$36.0791 Set on March 23 & 30, 2010, retroactive to January 1, 2010
$28.4061 Final Rule issued in November 2009, effective January 1, 2010
$36.0666

$38.0870

$38.0870

$37.8975

$37.8975

2010B: Payment files reflect a change in the conversion factor as a result of the Preservation
of Access to Care for Medicare Beneficiaries and Pension Relief Act of 2010, which President
Obama signed into law on June 25, 2010. This legislation provides for a 2.2 percent update to
the 2010 Medicare Physician Fee Schedule (MPFS), effective for dates of service June 1,
2010, through November 30, 2010.

2010A: Payment files reflect changes as a result of practice expense (PE) and malpractice
(MP) relative value unit (RVU) corrections and provisions of the Patient Protection and
Affordable Care Act (the Affordable Care Act), as modified by the Health Care and Education
Reconciliation Act of 2010, which President Obama signed into law on March 23, 2010, and
March 30, 2010, respectively.



TO:

FROM:

SUBJECT:

Interoffice Memorandum
Qctober 25, 2010
Workers’ Compensation Commissicners

Cathy Floyd
Human Resources

Revision to the Employee Performance Management (EPMS) Policy

Attached is the revised Employee Performance Management System (EPMS) Policy. The EPMS Policy has
not been revised since April 2006. This policy has been updated separately from the Administrative
Policies and Procedures Manual in order to implement the new universal review date for EPMS
evaluations. Also, the State Office of Human Resources (OHR) issued a letter dated September 21, 2009
asking agencies to review and update changes to the policy to include the change from a four-level
rating system to a three-level rating system. Copies of those letters have also been attached. The
revisions to the policy follow those outfined in the model policy provided by OHR.

Summary of Changes

Implementation of a Universal Review Date

Change in rating from a four-level scale to a three-level scale

Update the names of the levels of performance and performance characteristics
Various minor structural and grammatical changes

It is recommended that we submit the EPMS Policy to OHR for approval to be implemented
immediately. Your favorable consideration in this matter is appreciated. As always, should you have any
guestions please feel free to contact me.

Attachments

cc: Gary Cannon



STATE OF SOUTH CAROLINA
WORKER’S COMPENSATION COMMISSION

Administrative Policies and Procedures

Subject: Employee Revision Number: 2.0
Performance Management
System (EPMS) Policy
Policy Number: 2.12

Page 1 of 10

THE LANGUAGE USED IN THIS DOCUMENT DOES NOT CREATE AN EMPLOYMENT CONTRACT
BETWEEN THE EMPLOYEE AND THE SCWCC. THIS DOCUMENT DOES NOT CREATE ANY
CONTRACTUAL RIGHTS OR ENTITLEMENTS. THE SCWCC RESERVES THE RIGHT TO REVISE THE
CONTENT OF THIS DOCUMENT, IN WHOLE OR IN PART. NO PROMISES OR ASSURANCES,
WHETHER WRITTEN OR ORAL, WHICH ARE CONTRARY TO .OR INCONSISTENT WITH THE
TERMS OF THIS PARAGRAPH CREATE ANY CONTRACT OF E‘MPEOYMENT.

it is the policy of the SCWCC to recruit, hire, train. and promote employees without
discrimination because of race, color, sex, national origin, age, religion or disability. This
policy is to apply to all levels and phases of personnel within the Agency, including but not
limited to recruiting, hiring, compensation, -benefits, promotions, transfers, layoffs, recalls
from layoffs, and educational, social, or recreational programs. If you believe that you have
been discriminated against in violation of the law, you should immediately contact the
Agency’s Human Resource Manager at 803-737-5671.

Purpose

communicating wuth an employee about theur work The process begins when the employee’s
supervisor {rater) and employee develop a performance plan in which they identify what is to
be accomplished, what behawor is expected and speuﬁcally how it will be evaluated. This
rater/employee commumcatmn contmues mformally with a day-to-day working relationship
and formally at least twice: once at the midpoint of the appraisal and again at the end of the
review period.

The EPMS will be.used to ensure honest two-way communication between employees and their
raters, to support employee development and to create trust by communicating with each
other what is strong and what needs improvement in each job area, to make leaders’
expectations clear by telling"employees the criteria for success, to provide training for
employee and raters in feedback structure and techniques and to create incentive in both
employee and rater by getting involved and sharing feedback about the work and the SC
Workers’ Compensation Commission business plan.



STATE OF SOUTH CAROLINA
WORKER’S COMPENSATION COMMISSION

Administrative Policies and Procedures

Subject: Employee Revision Number: 2.0
Performance Management
System (EPMS) Policy
Policy Number: 2.12

Page 2 of 10

General Information

All performance appraisals shall be made in writing by the employee’s supervisor (the rater)
who has direct experience or knowledge of the work being performed. The appraisal shall be
reviewed by the next higher-level supervisor (the reviewer); unless the rater is the Agency
head, prior to the appraisal being discussed with the employee The reviewer may attach
additional comments to the appraisal, and in the attachment may take exception to the rater’s
appraisal. In addition, the reviewer has the authority to. change the appraisal completed by the
rater. If the reviewer elects to change the rating, the change and associated justification should
be noted on the appraisal document. Whenever an employee’s job responsibilities change
significantly, the appraisal document should be revised to reflect that change. The final
appraisal must bear the signature of the rater, the reviewer and the employee, if possible. If
any party refuses to sign the appraisal a notation shall be made on the performance appraisal
of this. If possible, a witness should SIgn to acknowledge that the party refused to sign the

appraisal.

All performance appraisals shall become a permanent part of the employee’s official personnel
file. Upon request, the Agency shall furnish the employee with a copy of the performance
appraisal with copies of all pertment attachments including the form completed at the time of
the planning stage and the final appraisal form.

The provisions :of this pollcy address the appraisal process of both probationary and covered
employees Although not mentioned specn‘lcally in this policy, employees exempt from
coverage under the State Employee Grievance Procedure Act shall also be given annual
performance appralsals ;

Definitions

A. Performance Review Date — The emphloyee’s review date as established in
accordance with State Human Resources Regulations.

B.  Universal Review Date — The date prior to which all classified employees’
performance reviews are due. October 1 will be the universal review date for the




STATE OF SOUTH CAROLINA
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Administrative Policies and Procedures
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Performance Management
System (EPMS) Policy
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Page 3 of 10

SC Worker’s Compensation Commission (Exceptions: probationary employees and
trial employees).

C.  Short Year Review — A ny performance appraisal that evaluates an employee’s
performance for a period of time less than twelve months {Exceptions: trial period
reviews and warning notice reviews.)

D. Short Year Planning Stage — Any EPMS planning.stage document covering a period
of time less than twelve months (Exceptions: trial period planning stages.}

Universal Review Date

All Agency employees shall be reviewed prior to October 1, the Agency universal review date.
The Agency will maintain the performance review date for-each employee presently established
in accordance with the State Human Resources Regulations, in the event that some
compensation or personnel action is dependent on the mdlwdual s performance review date
rather than the umversal revnew date :

Training

Training is encouraged for ail _embldyeeswithin the Agency in regards to EPMS. New employees
should be briefed on the performance evaluation system during their orientation session.

Levels of Performance

There shall be three levels of performance to rate each job function and objective and to rate
overall performance: - ; :

1.  Exceptional - Work that is above the criteria of the job function throughout the
rating period.

2. Successful - Work that meets the criteria of the job function.
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3. Unsuccessful - Work that fails to meet the criteria of the job function.

Performance characteristics shall not be rated by the three levels of performance, but shall be

given a rating of pass or fail.

1. Pass - Meets requirements.

2. Fail - Fails to meet requirements.

Planning Stage

Each employee shall have a planning stage conducted at the beginning of each rating period.
The employee’s job functions (which include job duties and success criteria), objectives, and
performance characteristics for the: next rating period will be discussed at this time. These
items, as included in the planning stage are described below. The rater and employee should
participate in drafting the planning stage document The reviewing officer and the rater should
discuss the requirements for the coming year prlor to the planning stage. A rater may
incorporate a team actr\nty into. the plannmg stage: document The team performance being
evaluated could constltute a jOb function, an objectlve, or-one criteria for a particular job
function or objective. A rater may also link the: employee s training plan to the planning stage
document.

Al JOB FUNCTIONS -

The rater and the empEoyee shall determlne the job functions {which include job duties
and success criteria) by reviewing the employee’s position description. If the position
description is not up-to-date, or if there is no position description, one should be
prepared and submitted for approval. in those instances where the rater and employee
cannot agree upon the job functions, the rater’s decision shall be final. The statement
outlining the job function should include descriptive information about the performance
expectations (success criteria) of the rater. The descriptive statement should specify
the expectations of the rater for the employees to be successful. Each job function shall
be rated in the evaluation stage based on the three levels of performance. It shall be
mandatory for all raters to be evaluated on the timely completion of each employee’s
performance appraisal.
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B. OBJECTIVES ;

Objectives shall be optional for all employees. An objective should be included when the
employee is assigned a special, non-recurring project or assignment that is not included
on the employee’s position description. The statement outlining the objective(s) should
also include descriptive information about the performance expectations (success
criteria) of the rater. The descriptive statement should specify the expectations of the
rater for the employee to be successful. Each objective shall be rated in the evaluation
stage based on the three levels of performance;_,:.‘

C. PERFORMANCE CHARACTERISTICS

The Office of Human Resources will provide agencies with a list of suggested
performance characteristics and their definitions. Each performance characteristic shall
be defined in the planning stage and rated as “pass” or “fail” in the evaluation stage.
The performance characteristics section shall be used as a communication tool to
emphasize those performance characteristics that are important to success in
performing the job functions and objectives included in the planning document. The
performance characteristics section shall not be weighted in the determination of the
overall performance rating. '

It shall be mandatory for-all. managers and supervisors to be rated on the performance
characteristic of “promoting equal opportunity.” (Promoting equal opportunity includes
such areas as hiring, promotion or placement; level of personal and organizational
commltment to equal opportumty, progress toward achieving a fully integrated and
representatave work force; and contrlbutlon toward minority programs and other
"-'soc:ai/economlc equal opportumty goals )

Ongoing Performance Management

A rater should continue to provide performance feedback to employees throughout the review
period. An unofficial mid-year review is encouraged to facilitate this communication between
raters and employees. In addition, various options are available to the rater in conducting
performance management. A rater may gather feedback to prepare the appraisal document
and/or conduct unofficial appraisals more frequently than required in this policy.
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- Probationary Period

Each new employee in probationary status shall be rated prior to the completion of a twelve
month probationary period. The performance review date marks the beginning of a new review
period. If that employee does not receive a performance appraisal prior to the performance
review date, the employee will receive a “successful” rating by default and obtain covered
status as a State employee and permanent status in the class. The probationary period may not
be extended. If an employee is not performing satisfactorily during the probationary period, the
employee shall be terminated before becoming a covered employee. Until an employee has
completed the probationary period and has a “successful” or higher overall rating on the
employee’s evaluation, the employee has no- -grievance rights under the State Employee
Grievance Procedure Act; therefore, the SC Workers’ Compensation Commission is not required
to follow the “Substandard Performance Process” to terminate a probationary employee. A
short year review and short year plannmg stage may-be requ:red to evaluate performance from
the end of the probationary period to the umversal revnew date

Trial Periods

Each covered employee who has been demoted, promoted, or reclassified shall be appraised
prior to the completion of a six- month trial period in the position. The performance review date
marks the beginning of a new review period. If an employee does not receive a performance
appraisal prior to the performance review date, the employee will receive a “successful” rating
by default and obtain permanent status in the new classification, the employee retains
permanent status in a class. throughout the employee’s continuous service. The six-month trial
period may be extended up'to 90 calendar days upon written notice to the employee prior to
the end of the six-month trial period. The employee’s performance review date shall be
advanced for the time period such extension is in effect. A short year review and short year
planning stage may be needed to evaluate performance from the end of the trial period to the
universal review date:: =

The “Substandard Performance Process” is not required to demote or reclassify downward an
employee in trial status to the same class from which promoted, if the demotion or
reclassification occurs within the trial period. The “Substandard Performance Process” is also
not required to demote or reclassify downward an employee in trial status to a class in an equal
or higher pay band from which promoted, if the demotion or reclassification occurs within the
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trial period. The Employee in trial status may not grieve such demotion. The employee in trial
status may not be terminated or demoted to a class in a lower pay band than that from which
promoted for performance reasons without following the “Substandard Performance Process.”

Annual Performance Reviews

All employees shall be given an annual appraisal no more than 90 calendar days prior fo the
universal review date. The universal review date marks the beginning of a new review period. i
an employee does not receive an appraisal prior to the universal review date, the employee
shall receive a “successful” rating by default. A covered employée may not be issued an overall
“unsuccessful” appraisal at any time during the annual review period without following the
“Substandard Performance Process.” E

An employee on approved leave with or without pay.for mere than 30 consecutive workdays
shall have the performance review date advanced up to 90 days after those first 30 workdays. A
covered employee who within 30 calendar days of his performance review date receives a
“Warning Notice of Substandard Performance, shaII have the performance review date
advanced up to 90 days L = '

Substandard Perforhﬁ’éﬁte Proces?for Covere:t:if-th'gloyees

A covered- employee is entit!ed to adequate notice of substandard performance and the
opportumty to improve the substandard performance before receiving an “unsuccessful” rating
and being removed from the posmon To ensure this occurs, the following procedures shall be
followed:

A. A rater shall issue a “Warning Notice of Substandard Performance” prior to issuing
an “unsuccessful” rating to a covered employee. If during the performance period
an employee is considered “unsuccessful”, in any essential job function or
objective which significantly impacts performance, the rater shall provide the
employee with a written “Warning Notice of Substandard Performance.” The
warning notice shall provide for an improvement period of no less than 30 days
and no more than 120 days. The warning notice may be issued at any time during
the review period. Ordinarily, the warning period may not extend beyond the
employee’s review date. However, if the warning notice is issued less than 30 days
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from the employee’s review date, the performance review date shall be advanced
up to 90 days.

The rater and employee should participate in drafting a work improvement plan.
The work improvement plan should include a list of ways to improve the
deficiencies and other appropriate performance. related recommendations. In
those instances where the rater and employee cannot agree upon the content of
the work improvement plan, the rater’s decision shall be final.

During the warning period, the employee and the rater shall have regularly
scheduled meetings during which ‘they shall discuss the employee’s progress.
Documentation is required to verify that these counseling sessions were held.
Copies of this documentation shal! be placed in the employee’s official personnel
file and given to the employee upon request.

If the employee’s performance is rated “successful” or above, on all essential job
functions or objectives, which significantly impact performance, noted in the
warning notice by the end of the warning period, employment shall continue. If
the employee is rated “unsuccessful” on any essential job function or objective
which 51gn|f|cantly impacts performance as noted in the warning notice by the end
of the warning period, the employee shall be removed from the position
:mmedlately,(le_term_lnated reassrg_n_ed or demoted)}.

: ";J --Once a ttme frame for lmprovmg substandard performance has been given, the
e employee must recelve a written appraisal prior to the end of the warning period
. ‘orthe employee will recelve a “successful” rating by default.

If an employee has been issued two warning notices within 365 day period and
performance drops to a substandard level on any essential job function/objective,
which significantly impacts performance for a third time within a 365 day period,
the employee sh_a'll be removed from the position upon the third recurrence of
such substandard performance by issuing the “unsuccessful” appraisal. A warning
notice is not required on the third occurrence.

1
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Warning Notice of Substandard Performance

The requirements of a “Warning Notice of Substandard Performance” are:

A,

The notice shall be in writing, addressed to the employee, labeled as a “Warning
Notice of Substandard Performance,” and S|gned by the employee {witnessed, if
employee will not sign).

The notice shall list the job function(s) and/or objective(s) included on the
employee’s planning document that are considered “unsuccessful,” with an
explanation of the deficiencies for each job function and/or objective.

The notice shall include the time period for improvement and the consequences if
no improvement is noted {i.e. terminated, demotion, or reassignment).

The notice shall mclude a plan for meetmgs to dISCUSS employee progress during
the warning period. >

A copy of the notlce shalt be glven to the employee and placed in the employee’s official
personnel file. e . : :

Method for Determining th'e'.Overe'Il' Rating,

The method used for determmmg the overall ratmg is based on a weighted system provided by
the Office of Human Resources using a point value and range. During the planning stage the
rater and employee should determine a weight for each individual job function and objective,
when used. Performance characterlstlcs will not be given a numerical score, but will be given a
rating of “pass” or “fail.”

At the end of the performance review period, the rater assigns a rating level to the individual
job functions and objectives, when used. Computations are performed with the final numerical
score determined.
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Performance Level

Point Value

Range

Exceptional Performance Rating (EPR)

Successful Performance Rating (SPR)

Unsuccessful Performance Rating {UPR)

2.5 and above

15t0 2.4

14 .a_n'd"below

* Justification required for a rating of either “exceptional” or “unsuccessful.”

EXAMPLE: Weight Factor Rating Numerical Score
4 Duties 30% EPR (3) 30x3=90
25% SPR{2)  25x2=50
25% EPR(3) 25x3=75
20% SPR:(2) 20 x 2 =40
100% 255

Divide 255 by 100 = 2.55.= EPR or Exceptional Performance Requirements.
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MEMORANDUM

TO: Agency Heads and Human Resources Directors of All Agencies, Boards, Commissions, and
Higher Education Institutions

FROM: Samuel L. Wilkins, Director
Office of Human Resources

DATE: September 21, 2009 .
SUBJECT: Revised Model Policies

In addition to a review of the State Human Resources Regulations, the Office of Human Resources has
reviewed and updated two of the five model policies. First, we have amended the Employee Performance
Management Systems (EPMS) Model Policy to include three rather than four levels of performance. With this
change, the standard will be a three level rating system, Agencies may elect to use more than the three levels of
performance; however, the agency will need to convert the additional level(s) to the three level rating scale.
For example, if an agency chooses to retain the fourth level (substantially exceeds), the agency’s policy would
need to include a statement explaining the fourth level would be recognized the same as the third level when
recording the information into the Central Human Resources Data System (HRIS or SCEIS).

As referenced in the paragraph above, an agency using more than three levels of performance will need to
convert the additional level(s) in the Reduction in Force (RIF) Policy. To address a recent legal concern, we
have amended the RIF Model Policy to include a secondary tie breaker. We encourage you to review these two
policies and if necessary, update your policies for review and approval by the Office of Human Resources.

The revised model policies will be effective on November 1, 2009 concurrent with the effective date of
the changes to the State Human Resources Regulations. 1f you have any questions, please feel free to contact
your HR Consultant.

SLW/hp

Enclosures
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MEMORANDUM

TO: Agency Heads and Human Resources Directors of All Agencies, Boards,
Commissions, and Higher Education Institutions

FROM: Samuel L. Wilkins, Director
Office of Human Resources

DATE: September 21, 2009
SUBJECT: Human Resources Regulations Changes

The changes to the State Human Resources Regulations will become effective November 1,
2009. As a result, OHR would like to remind agencies to plan ahead by reviewing and revising
policies, as needed regarding the following topics.

Leave Policies

In reviewing your leave policies, you will need to remove any references to the annual leave
accrual date adjusting for periods of leave without pay. With the revised regulations, the annual
leave accrual date will only adjust to reflect periods when there is a break in service.

In advancing up to 15 days of additional sick leave, please ensure the employee understands if
he separates employment before satisfying the sick leave deficit, and later returns to state
employment, the leave deficit will need to be satisfied upon reemployment.

With regards to extended disability leave, the regulations no longer differentiate whether the
leave is with or without pay. The regulation only allows the employee to request leave not to
exceed a period of 180 calendar days for any certified illness. Extended disability can no longer
be taken on a workday basis. If an employee is currently on extended disability leave, the
current HR Regulation would apply. The new HR Regulation would apply for any employee
that starts extended disability leave on or after November 1, 2009.

In reviewing organ donor leave; the leave will no longer be awarded on a fiscal year basis. The
statute and regulations designate this leave on a calendar year basis similar to all other types of
leave. Organ donor leave may not exceed a total of 30 regularly scheduled workdays in any one
calendar year.
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Holiday Policies

You will need to review any policies or schedules regarding holidays. Please ensure that
Christmas Eve has been added as a legal holiday due to the recent statutory change. The
regulations now clarify an employee must be in a paid status the day before a holiday in order to
be paid for the holiday. Previously, when a holiday fell on a Saturday or Sunday an employee
who worked on a Saturday or Sunday would observe the holiday on the actual day. Those
employees will now observe the holiday similar to all other state employees on the designated
holiday.  Additionally, the regulations have changed the process for extending holiday
compensatory time, In the past, an agency would request an extension from OHR. This
regulation now allows the Agency Head or designee (o grant a 90-day extension of holiday
compensatory time,

Employee Performance Management System (EPMS) Policies

There have been several changes to maintenance of performance review dates in the Employee
Performance Management System. Historically, these dates have been adjusted during extended
periods of leave without pay. In the future, if an employee is on approved leave with or without
pay for more than 30 consecutive workdays, the performance review date may be advanced up to
90 calendar days after those first 30 workdays. When a “Warning Notice of Substandard
Performance” is given within 30 calendar days of a covered employee’s performance review
date, the performance review date shall be advanced up to 90 calendar days. The regulations
previousty provided for the advancement of the performance review date when an employee was
transferring to another agency but remaining the same classification within six months or less of
his review date. This regulation has been expanded to include the reassignment of a covered
employee in the same class within the same agency.

HRIS will be reprogrammed to reflect the regulation changes. Please evaluate your agency’s
systems that may require modification due to these upcoming changes. OHR has revised the
EPMS and Reduction in Force (RIF) model policies and will send the amended policies in a
separate memorandum. The changes will be effective on November 1, 2009 concurrent with the
efTective date of the changes to the State Human Resources Regulations.

If you have any questions concerning these changes, please contact your consultant.



